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PROCEEDINGS

COMMISSIONER MOORE: Good norning. |'m M chal Mbore
' ma Comm ssioner here with the California Energy Conm ssion, for
t hose of you who don't know ne.

I"mjoined on the dais by nmy coll eague, Jan Sharpl ess; on
ny left, her advisor, Rosella Sharpless; and ny advi sor, Mnuel
Al varez. Shapiro. Excuse nme. | was trying to nove too fast
here. And ny advisor, Manuel Al varez.

W nmay be joined on the dais during the day by ot her
Conmi ssioners who are in the building and are, of course, welcone
to come because they' Il be voting on this in a short anount of
time, in any case.

W' re here to consider the Conmttee Draft of the
Renewabl es Report of Assenbly Bill 1890, which is due fromus to
the Legislature on March 31st this year

This Draft, which I will review the high points of here
this norning, represents the Conmttee's thinking, the Committee
nenbers' thinking on howto allocate the $540 mllion that are
estimated in the bill. 1t represents our opinions about not only
the allocation but the fornulas and the philosophy that underlie
t hem

This is a departure fromthe original Staff Report. And
t he consequence of that is that since the Staff has been very
supportive of us but, in fact, other than the nechanical event,
this does represent the Conmttee thinking.

And, as a consequence, |'ve asked the Staff to be here as
a resource for us. But, in fact, the direction that's been given
on this reflects that of the Conmttee and not the Staff
necessarily.



However, | would point out that I m ght have been rem ss
inthis, and I want to take just an opportunity to rectify the
circunstances. W have one of the hardest working group of people
that is possible to have, | think, and dedicated on a report |ike
this. And I'd |ike to acknowl edge them They have not al ways
agreed with the Conmttee. But when we've reached a consensus,

t hey' ve swung in behind us and supported us one hundred percent of
t he way.

And | believe they deserve recognition for their efforts.
They' re tremendously hard-working people. So if | could just ask
you to raise your hand, when | call your name, I'd like to
acknow edge your contribution to us and to the Report.

Cheri Davis is here and Bob Huffaker is here. Bob is
| ong-suffering at the hands' of the Conmttee, and he's devel oped
a tremendous sense of hunor as a result of this. And we all
appreci ate that very nuch.

Pranod is here. No? Sandy MIler and Vince Schwent. |Is
Vince here? So sone of the Staff are clearly -- Vince is there
standing up in the back. TimTutt is at the table in the front.
Suzanne in the second row, who we absolutely couldn't have done
this without, for her hard work in making the drafts conme about.

And, of course, our Project Manager, Marwan Masri. And
is Marwan here? He's still on the second floor, probably
listening on the squawk box, safely out of range, watching through
heavy | enses. As | said, we have a very dedicated staff and we're
lucky to have them and | want to acknow edge t hem

Let me briefly go through the high points of the Report,
and then I'll describe the characteristics of the hearing that

we're going to have today.

W' ve proposed to allocate and distribute the AB 1890



funds in this way. W've created an exi sting technol ogi es
category, and we propose that 45 percent of the funding go into
that category through three technology tiers with funds
distributed on a cents-per-kilowatt-hour production credit tied --
and | want to be clear about this -- tied to market clearing
prices. So the concept of the current or future SRACis very
important in this category.

W' ve created a new technol ogy section. W' ve allocated
30 percent of the funding to that group. Funds would be all ocated
t hrough a conpetitive bid and distributed again through a cents-
per- kil owatt - hour production credit.

W' ve created an energi ng technol ogi es category. W've
al l ocated 10 percent of the funds to that. The funds will be
al l ocated through a conpetitive RFP and distributed through a
proj ect-specific support mechani sm based on that RFP.

W assume that these funds, if not allocated or used in
the early years, will roll to the |later years and, in fact, that
in the out year, year tine T5, that there will be a reeval uation
of those funds and that a certain anount of themwould go into
ener gi ng technol ogy and t he bal ance would go into the consuner
account in which we have initially allocated 15 percent of our
funds, 14 percent of those allocated and distributed through a
cents-per-Kkilowatt-hour consuner credit -- we expect aggregators
to make use of those -- and one percent of the funds allocated to
a consuner-informati on and market -buil di ng system

In other related issues we've established a certification
process where in-state renewabl e suppliers and providers are both
required to self-certify with us, with the CEC. That's the
pr oposal .

The certification and reporting use for the paynent of
the -- will be used for the paynent of the 1890 funds and for the



go-first, direct access provision that we've cited in the Report.

In terns of mcrogen and cogen for pollution, we find
that m crogen and cogeneration fromVOCs do require help to remain
conpetitive. W' re not specific about the type of help, but we
list alternatives.

The CEC Conmittee also find that fuel cells should
qgualify as fuel switching and that fuel cells using renewabl e
fuels would qualify as renewabl e technol ogi es.

Wth those highlights, et me say to you that we have a
Report which you' ve all had access to. W intend to, as a result
of this hearing, take counsel fromthe testinony that you give us
regarding this Report and rmake final adjustnents prior to our
subm ssion to our coll eagues, where we expect to hear this
sonetime in the second or third week in March prior to our
subm ssion to the Legislature.

In today's hearing, as you can expect, this is not a tine
for infonmercials. Frankly, we've had the benefit of many of your
subm ssi ons about the val ue of individual technol ogies, the
contribution that they nmake to the econony, to | ocal governnent,
to consuners and ratepayers and sharehol ders. W believe you.

And where we really believe you we've taken notes and
t aken cogni zance of the points you' ve nmade, and they show up in
t he Report.

If you didn't see it in the Report, we didn't believe
you. And you probably aren't going to get a |ot farther by
reiterating it today. So there's no need for infomercials.
There's no need to reeducate us about the value or the
contribution or the trenendously varied world val ue of the
i ndustry that you represent. |It's probably not going to gain nmuch
credence at this hearing.



What we want today is to ask you to, first of all, tel
us if we've nmade sone egregious error in our presentation.
Qovi ously we would be interested, if we'd nmade a cal cul ati on that
was in error. O if we have used an assunption that is in error,
we'd like to knowit. Cdearly we don't want to submt sonet hing
to the Legislature that is inaccurate or is unfair in one way or
anot her because of its inaccuracy.

Second, if you've got a point that you' d |ike to nake
that we seemto have overl ooked or that you think an adjustnent is
possible, we would |ike to hear that. It's a reasonable criticism
of the Report. Let nme guide you in this matter, though.

W' ve heard from peopl e who suggest that we've shorted
t he account in one area versus another and that one group ought to
get another three percent, another five percent. |f you offer
testinmony today that says, "I need another five percent,” don't
end the sentence w thout adding on, "And | expect it to come out
of some other account.”

If you want nore noney, you think you' ve been gouged, |
want to know where you think it should cone from Because we've
done our dammedest to try and get into these accounts and
understand what the fairest allocation is. So don't -- we've been
on the spot, and we've put our cards on the table. Don't offer us
wi thout telling
us where that five percent ought to cone from |It's too late for
t he other system

a coment that says, "I want five percent nore,

Finally, we have a nunber of participants who want to
play today. I'mgoing to ask you as politely as | can to keep
your comments to under 10 mnutes at the absolute nmaximum |'m
going to try and direct things to under five m nutes.

Agai n, you've got the Report in hand. G te the pages.



If you' ve got witten testinony, we'd |like to obviously have it.
If you plan to submt testinony, you tell us today as you're
speaki ng that you're going to hand in sonething witten |ater,
that's fine. You ve got until eleven o' clock tonorrow norning to
do that. After that, it won't be accepted -- or it won't be

rel evant, because we won't be able to process it.

So with that I'mgoing to open the hearing and ask for
testinmony on the Report. Again, if you ve got a problemand you
have a page cite that's specific, you' ve got a problemw th page
XX, please give us the cite. The Staff will be taking notes.

It's going to help us, when we go through and caucus on this, to
understand exactly where your concerns are. So nmake it as easy --
oh, excuse ne. | did overl ook.

Marwan has sone errata that he would |ike to announce.
W consider themto not be major in nature, but if you all have
your reports, you should take note of this. There are not very
many of them but just to make corrections, rather than us
reprinting it and handi ng them out.

So, Marwan, would you el aborate on those?
MR. MASRI: "Il be glad to. Thank you, Conm ssioner

W will be making these changes in the Final Report that
wi Il be published hopefully by the 9th of March for adoption by
the Conmmi ssion. And, again, as Conm ssioner More said, these are
not really major changes. And |I'Il describe themto you.

Figure 1-1, the pie chart that has generation by
technol ogy and gi gawatt hours. This is on Chapter 1, page 4,
Fi gure 1-2.

The previous chart was based on data fromthe Renewabl es
Wrking Group Report that was done with assistance fromthe Staff



of this Conm ssion. W have since received sone data fromthe
utility that gives us a different distribution of energy anong the
di fferent technol ogi es.

The two changes are, you will see that in the Fina
Report, basically is some part of biogas and sone part of NMNSWwere
i ncluded in biomass previously. These now have been pul |l ed out
and al | ocat ed where they bel ong.

So the new bi omass nunber is 4,410 gigawatt hours or 16
percent of generation.

And t he new nunber for biogas is 1,391 gigawatt hours or
five
percent of generation.

And the new nunber for MSWis 426 gigawatt hours. That's
one
change in that pie chart, taking sone of biomass and allocating to
bi ogas and MsSW

The second change is solar thermal generation. The
nunbers in the Wrking Goup Report had generation only fromthe
renewabl e portion of the solar, the SEGS system And since the
definition in this Report is that anything 25 percent or less is a
hundred percent renewabl e, we now added back the gas portion of
that generation. So the new nunber for solar thermal generation
is 797 gigawatt hours or three percent of the total generation.

Those are the changes on that pie chart.
These next changes will be on the Appendix. There are
sone typos and snmall changes we need to nake to nake the Appendi x

consistent with the main body of the Report.

Appendi x A, page A-1, in the discussion of Tier |



al l ocation for bionass, the first paragraph, third sentence should
read, "In this tier, the price cap is 1.5 cents per kilowatt hour
inyears 1 and 2 and 1 cents per kilowatt hour in years 3 and 4."

Again, we are naking this consistent with the body of the
Report where the price cap is 1.5 cents in the first two years and
drops to 1 cent in the second two years. No change, really, here
except for consistency.

The second change is on page -- agai n Appendi x A -- page
A-3, the first paragraph, the fourth sentence should read, "In
addi tion, wi nd turbines can repower and access funds fromthe New
Technol ogi es Account if they negotiate buyouts of their S and
| SO4 contracts,"” instead of "forfeit their contracts.” That's
what we neant to say, "negotiate a buyout."

Appendi x A agai n, page A-3, the next change, second

par agraph, the first sentence should read, "In response to the
needs of the wind industry, the Commttee proposes to group w nd
technologies in Tier Il with landfill gas, with an overal

al l ocation of 15 percent of funding." Delete: "Biogas,"

“muni ci pal solid waste" and "waste technol ogi es."

Agai n, this change makes the Appendi x consistent with the
body of the Report, which is a correct statenent of this
al | ocati on.

The final change is on Appendix A, page A-3, the Landfill
Gas section. Delete the third sentence, which has some typos in
it, that begins with "The Comm ttee recommends allocating,” to the
end of that sentence.

And we wi |l be including these changes again in the next
i ssue of the Report. And that concl udes the changes that | have.

COMMISSIONER MOORE: Thank you, WMarwan.



And | should add: For those of you who are wondering
what the stack of envel opes up here is, | was going to ask Laura
Scher to address them but she wants to speak later in the
heari ng.

So let ne just say that to date, thanks to putting ny
nane up on the Internet with an adnonition for a good-tine cal
this nunber, and in addition to the Garden Show i n Mendoci no
publ i shing ny nane, phone nunber and for a good-time call himany
time on electricity matters, 13,663 letters came in adnoni shing us
to do the right thing on creating a green narket.

So if you just want to know what ny of fice has been doi ng

with Laura Scher's mail, you can see it right up here. So |
expect we'll be hearing fromLaura later in the hearing.
Thank you.

First speaker, Steven Kelly from | EP

MR. KELLY: Conm ssioner, if it's all right, Bill
Carlson would Iike to precede ne in representing the coalition
renewabl es i ndustry.

COMMISSIONER MOORE: Sure. Bill.

MR. CARLSON: VW' ve worked out a deal here actually
where he's going to watch the other's back while they' re speaking.

COMMISSIONER MOORE: | love deals. | thought only the
Conmi ssioners had to worry about that.

MR. CARLSON: Ch, no. Oh, no. That's because you
haven't heard the conments yet.



COMMISSIONER MOORE: | see.

MR. CARLSON: | amBill Carlson of Weel abrator
Technol ogi es, and speaki ng here today jointly with Steve Kelly
from | EP.

And I'mactually representing today the Renewabl e
| ndustry Coalition, which grew out of a request that you nade at
the first Renewabl es Program Conmittee hearing in Novenber where
you instructed the renewabl es industry to forge a consensus on the
al l ocation of AB 1890 funds for support of renewabl es.

Representati ves of the bi omass, geothernal, solar and
wi nd industries, representing over 95 percent of all existing
renewabl e capacity, met, negotiated and returned to you with such
a consensus proposal .

That hard-fought proposal has been nodified by the
renewabl es i ndustry based on additional input fromCEC Staff and
you, the Conm ssioners, and based on the necessity to include
ot her partici pants.

Through it all the renewabl es i ndustry has nai ntai ned
that coalition that forned around the consensus proposal, and it
is that coalition that provides comments today on the Commttee
Draft.

The Renewabl e I ndustry Coalition represents over 4,000
megawatts of renewabl e capacity, the installed investnment in
excess of $7 billion. These are the small, dispersed generators
that provide diversity and add reliability to California's
electric infrastructure. They are often the mainstay of the
econony of a rural conmmunity and work in concert w th other
el ements of that econony, for exanple, in the areas of forestry
and agriculture.



And if that sounded like an infonercial, |"mdone with it
NoWw.

COMMISSIONER MOORE: Ch, no. You're on safe ground

MR. CARLSON: Li ke our original consensus proposal, the
CEC Draft Report has undergone nunerous revisions. And with a few
key exceptions, it is today a far better docunment than that which
preceded it.

There is nuch to like in the Commttee Draft including:
The use
of generation production incentives as a primary neans of
al l ocating AB 1890 funds as this is the sinplest, nost cost-
ef fective and nost market-based approach for incentivizing
renewabl e generators.

Second, the ranping down over tine of existing project
support and the ranping up of new project and custoner incentive
support, thus forcing existing projects to narket instead of to a
second cliff, and allowing tine for devel opnent of new projects
and of a renewabl es market.

Third, the bundling of technologies into three tiers with
target SRACs and incentive caps based on the econom cs of the
technol ogi es in each tier.

Fourth, a rolling over a funds within each tier to even
out the historic volatility of SRAC, which is likely to increase
under the restructured industry, and the use of funds for other
categories at the end of the transition period if not needed for
proj ect support.

Fifth, the raincheck proposal that allows tine to nake
project inprovenments without |osing your economc place in line
during the transition period.



Si xth, the custoner incentive package that financially
encour ages i nnovative, new ways to |ine up custoners for renewabl e
power and gives us a chance to overcone the CIC drag on reachi ng
new customers during the transition period.

By allow ng support from both existing and cust oner
i ncentive prograns sinmultaneously, we stand a fair chance that
sone Wi ll choose to negotiate a term nation of their existing
contracts.

Seventh, the straightforward self-certification process
for both suppliers and providers.

And, finally, the establishnment of funds for a renewabl e
mar ket devel opnent program and the acknow edgnment of the need for
a renewabl e power exchange.

Several of the prograns |isted above are only sketched in
concept in the Commttee Draft. And the Renewabl e I ndustry
Coalition | ooks forward to the opportunity to work with you on
devel opi ng these prograns so inportant to the future of the
renewabl e i ndustry in California.

There are, however, a very few key itens that prevent the
Renewabl e I ndustry Coalition fromendorsing the Conmttee Draft
and woul d prevent us from supporting it at the Legislature, should
it go forward in its present form

These make-or-break itens for the Renewabl e | ndustry
Coalition are as follows, and there are five.

Change the allocation for existing Tier | from25 to 30
percent, -- comma -- to be acconplished by dropping the energing
allocation from10 to five. | did have a period there, but you
said don't finish the sentence without..



COMMISSIONER MOORE: You' re right on target so far.

MR. CARLSON: This brings the total allocation for existing
resources to 50 percent of the AB 1890 total.

Bi onass and sol ar thernmal, which nake up Tier |, are the
technol ogi es clearly nmentioned for support in AB 1890. And 30
percent is the mininumallocation that will ensure their survival
and transition to narket.

On the ot her hand, nunerous other funding sources are
avai l able to the energing category, which were not nentioned in
t he Report, but which assure continued, tinely devel opnent.

Second, application of a screening nethodol ogy to
landfill gas generators and existing Tier Il prior to receiving AB
1890 funds. No funds woul d be disbursed to |andfill gas
generators owned by munici pal or county governnents or selling
their output to a nunicipal utility. Royalties and other paynents
by generators paid to nunicipally- or county-owned landfills that
exceed five percent of electric revenues shall be deducted from AB
1890 incentives that woul d ot herwi se be due.

These additions will prevent AB 1890 funds fromgoing to
t hose who have other cost-shifting mechani sns avail able to them
or to nmunis whose consuners did not contribute to the fund.

Third, a bidding protocol nust be established for new
projects that consists of the following: A a denonstration of
site control and project feasibility to acconpany bid; B, a single
bid submtted for a single site and project; C, increnental
additions to an existing site or an enhancenent of existing
production to be consi dered new provided they are done outside of
an existing utility contract; and, D, the start-up date for
successful bidders to be extended to the end of the transition
peri od, Decenber 31st, 2001.



In addition, to allow the funds to be used for as nany
new megawatts as possi ble, the Conmttee should add up financing
options as acceptabl e uses of the funds as well as front-I| oaded
production incentives. There is no reason that new projects
shoul d be any different than emerging projects in this regard.

Al so, fund payout shoul d be extended over a 10-year
period if requested by the successful bidder.

Number four, industrial custoners should not be excluded
fromthe use of custoner incentive funds. Due to a nore readily
reachabl e market and a | ower CTC, these may be the only
substantive customers avail able to renewables early in the
transition period. To prevent industrial customers fromreceiving
a mpgjority of the incentive funds, this category could be limted
toits historical share of California's electrical |oad or could
be placed in a hierarch bel ow residential and comerci al
cust oners.

In addition, the amount per Kkilowatt hour the custoner
i ncentive needs to be fixed in advance to facility marketing. It
will be inpossible to market to custoners an unknown incentive as
currently descri bed.

And, fifth, the date for establishing whether a resource
is existing or new should be an in service date of Septenber 23rd,
1996 rather than the January 1, 1998 date in the Commttee Report.

The resolution of the above five itens are all that
prevents the Renewabl e I ndustry Coalition from endorsing the
Conmittee Report and noving forward together at the Legislature.

There are nmany inportant itens that our various nenbers
and their associations will present to you in witing, and
probably sone verbally today, but none of these rise to the |eve
of the five issues that | just outlined.



It is our sincere hope that these itens can be addressed
and corrected in the Final Draft of the Report. W have cone a
long way in this process together and would |ike to conplete this
journey together. It is certainly not our desire to go through
this process again at the Legislature.

Thank you for the opportunity to participate in this
project, in the process that is so inportant to our collective
future. Thank you.

COMMISSIONER MOORE: Thank you, M. Carl son.
Thought ful remarks.

M. Kelly, did you want to..

MR. KELLY: Steven Kelly representing the |Independent
Energy Producers Association of California.

| want to be relatively brief and focus on a few i ssues
that 1| want to bring to the Cormittee's consideration

First of all, I do want to remind the Conmttee that | EP
i s sonewhat of a unique circunstance, having a full range of
renewabl e technol ogi es that are part of our nenbership. And | can
appreciate the difficulty that your Conmttee has in trying to
devel op a programthat works, because we certainly have the sane
probl em from our side of the |edger

W would |ike to congratulate the Conmttee on what we
think is very much progress in the Conmttee Report fromthe
earlier drafts. W believe that the inplenentation procedures and
the funding and distribution nechanisns that the Conmttee is
proposing go very far toward attaining and neeting the intent of
AB 1890, specifically the differentiation of technol ogi es by
tiers, the front-loading for existing and the back-|oading for new
and energing that's going to reflect their needs in the transition



period. The devel opnent of the custoner-based market. Structure
t hrough the application of customer credits. And the

consi deration of a renewabl e cl eari nghouse. And al so the
relatively sinple self-certification process.

If I exclude anything that's not listed in that it
doesn't mean that | don't agree with them it's just that for tine
considerations | wanted to point out that we do think the
Conmittee's done a very good job of m xing and matching sone very
difficult issues.

I would also like to say that, on behalf of the industry
as a whole, we have been involved in this process since the very
begi nning. And that process has resulted in a great deal of
conprom se, fromour perspective, fromwhat we're expecting to see
cone out of AB 1890.

And just for alittle bit of background | would Iike to
bring those to your attention so that you can understand where our
i ndustry now sits.

The concepts that we are now accepting, which have taken
a great deal of pushing and pulling to get to, is basically an
acceptance of an allocation level that is significantly |ess than
the 60 percent that m ght have been avail abl e t hrough the
i npl enent ati on of AB 1890 because of the constraints on the 40/40
split. W estimate that that is roughly an econom c val ue of 54-
to $81 mllion, a net outflow fromexisting projects.

The acceptance of a significant percentage of the funds
to be directed toward the custoner incentives is sonething that's
relatively new that was not really in the forefront, | believe, in
t he di scussions in August, and sonething that we enbrace. But
that also results in what we see as a flow of noneys fromthe
existing projects to the new and energing. And while we wel cone
that, we just want to bring that to the Conmttee's attention.



There's al so the acceptance basically of the treatnent of
repower projects, which is, as you' ve proposed here, is somewhat
di fferent than what was bei ng di scussed in August. W understand
your reasoning, and are proposing to nove forward based on that
reasoning. But that too represents a conpronise fromthe industry
per spective on where we were back in |ate sunmer, where we woul d
have |iked to have been based on our expectations.

If I were to quantify these kinds of conprom ses, | would
say that that affects roughly 25 percent of the funds avail abl e
that we have noved off, and which | believe reflects a | ot of
noverment fromthe industry. Even fromyour perspective you nay
not see as nmuch novenent as you woul d have |i ked.

But that |eads us to a couple of key issues that stil
remain that stemfromthe Commttee's Draft proposal. And | woul d
like to reiterate that, in the whole, we support the comrents nade
by M. Carlson for the Industry Coalition. And we'll just briefly
hi ghl i ght some of the issues that we have, and naybe create nore
illustration of this sentinent and where we'd like to see the
Conmi ttee go.

Specifically, as you know, one of our najor concerns is
and remains to be the allocation for energing technol ogies. W
have submtted testinony in the past that we thought that,
consistent with the intent of AB 1890, the allocation for energing
ought to be in the four- to five-percent range.

W note that the Commttee Draft has a | ot of advantages
for emerging technologies. And if | can just illustrate those
fromour perspective. One is the fixed allocation of 10 percent
of the funds.

Secondly, there is the allocation of an additional three
percent of the total funds potentially to emerging technol ogies if
there's any rollover of funds in the fifth year.



And, third, we believe that there's a preference for
ener gi ng technol ogi es vis-a-vis the new technol ogies in that
roll over by creating a process that allocates the first 16 mllion
of any rollover in the fifth year that would all ocate that
directly to the emerging technol ogi es.

And, finally, unlike the existing and new t echnol ogy
accounts, the proposal for emnerging does not place on that
t echnol ogy any cost caps that woul d conpel those facilities to
become as market conpetitive as possible during the transition
period, at the end of the transition period; which, from our
perspective, all of those advantages in this Draft proposal are
enhancenents to the energing technology field, and we | ook to be
sonething that can buttress, be used to buttress our
recomendation that perhaps the fixed allocation for the energing
t echnol ogi es ought to be reduced froma 10-percent level to a
five-percent |evel.

W note that that kind of change froma 10-percent
al location on a fixed basis to five percent is perhaps an annual
change of 5- to $6 nmillion.

And we note that since the last tine that we were before
you, this Conmm ssion has received the regulatory authority to
distribute and all ocate what were previously RD& funds in the
PUC. And we appl aud that.

In doing that, though, the PUC has basically del egated, |
believe, or transferred to this Comm ssion full authority on where
t hose noneys would go. And | recognize that you are in a process
to determ ne how t hose noneys ought to be all ocated.

Those funds are $62.5 mllion per year w thout a
termnation for that program From our perspective, the
di fference between the five and the 10 percent that woul d refl ect
the difference between what we woul d propose and what you have
offered in the Draft Proposal is sonething that ought to be



utilized out of the RD& fund. And your Conmission is at full
di scretion to be able to do that, to direct those funds to

technol ogi es |i ke the energi ng technol ogi es which may be post -
denonstration but certainly appear to be preconmercialization.

And we woul d urge the Commttee to consider |ooking at
that pot of noney, which is quite sizable and represents about
$250 mllion over the course of this renewable program as a
mechani smto suppl enent the fundi ng needs of the energing
t echnol ogi es.

If you are able to acconplish a reduction in the funding
for emerging from10 to five percent, as we woul d suggest, you end
up with a split between existing and new and energi ng of 50/ 50,
whi ch seens to be a conprom se, an equitable conprom se, between
the disparate parties on this issue. And we would urge the
Conmittee to seriously consider that.

A second nain concern that we have is a Tier Il concern
It's the linking together the wind generation facilities with the
landfill gas facilities. These two types of technol ogi es have

very di fferent operational characteristics. One is basically
intermttent; the other is basically basel oad.

They al so have, in sone cases, relatively disparate
owner ship characteristics, in that sonme of the landfill gas
facilities are owned or controlled by rmunicipal utilities or
nmuni ci pal entities, public entities; which, fromour perspective,
have t he power thenselves to help rectify any economc
shortcom ngs that those technologies may bring to the table in the
conpetitive market.

So what we would urge the Commttee to do is seriously
consi der the devel opnent of screening criteria that would identify
t hose kinds of facilities that have those distinct advantages and
create a criteria that would screen themout and place on to their



nmuni cipal utility affiliates or owners the responsibility for
generating the requisite revenues that those facilities require to
continue to operate.

Secondly, regarding Tier Il issues, it may be hel pful to
hel p snoboth the potential conflict between the wi nd generation and
the landfill generation. |If you weighted the allocation of the
funds for that tier on a nonthly basis so that what we've got
basically is a situation that would --- a great deal of the w nd
generation occurs in arather limted tinefrane during the year,
basically the second and third quarter of the year, prinmarily
April through June and July. That's when the wind industry is
generating at its nost. And if there is no rectification for that
| unpi ness in generation for wind, we end up with a situation where
the landfill gas facilities, which again are relatively basel oad,
are able to capture the bulk of the noneys in that fund prior to
the wind even operating. So | raise that to your attention al so.

| would just briefly reiterate Bill Carlson's comrents on
t he custoner incentives. Everything that we are hearing from our
fol ks and narketers is the need to create a fixed custoner
incentive anount rather than a nonfirmanount as it is in the
proposal. And | raise that distinction. It's really kind of a
nonfirmissue as opposed to a firmissue froma busi ness
per specti ve.

Parties that are trying to conduct and cl ose on bil ateral
deals will have a nuch easier opportunity to do that if that
anmount that they're dealing with is fixed. And we don't specify
what that fixed anount m ght be or how | ong the termwoul d be, but
we just offer that up.

And it may be possible that you could fix the anount and
differentiate it by customer class. That may be --

COMMISSIONER MOORE: M. Kelly, I've got to ask you to



wWrap up.

MR. KELLY: Sur e

Finally, | do think on the flexibility for the
determ nation of financing new resources, we'd |like to see sone
flexibility devel oped in the Report that woul d open up the
opportunity for later consideration of a funding mechanism a
pool, a financing pool, if we can devel op one.

And, finally, | reiterate Bill Carlson's concerns and
conments regarding the date that woul d di stinguish the new and
existing. W prefer the January -- or the Septenber 23rd, 1996
date, the date of the passage of the legislation. W |ook at the
January 1 date, '98 date, as tied to the expected devel opnent of
the new market structure. But there are a |ot of inpedinents that
lay in the wait before that occurs. There's a |ot of decisions

fromthe PUC and FERC on that matter. And that date -- it's not
cl ear whether the new market is going to be operational, or the
extent to which it'll be operational on that date. So we think
the date of the passage of the bill -- put everybody on notice as

to when the things were changing, and that works probably a little
bit better.

So, in sumary, we believe that we are very close in
nmoving with you to the Legislature in supporting your proposal.
VW fully appreciate all the work that you' ve done on this and
think there's sonme very creative ideas there. And we |ook forward
to resolving these | ast renaining i ssues.

COMMISSIONER MOORE: Thank you. M. Kirshner

MR. KIRSHNER: H . Dan Kirshner for the Environnental Defense
Fund.

| want to state that the Commttee has produced a very



t hought ful docunent in terns of being well reasoned and havi ng
rationales all the way through for various decisions that have
been made.

| think that's obvious to us. | also hope it well serve
us well at the Legislature, that they will see that you've really
spent a lot of time grappling with all the issues. There's
not hing here that can be said to be taken -- any decision here to
be taken lightly or without due consideration. For that, | think
we all owe our thanks.

I just wasn't expecting to be up so fast.

[ Laught er. ]

COMMISSIONER MOORE: Now, you know, as Monty Pyt hon
says, always expect the unexpected. And in this forum--

MR. KIRSHNER: So that ends ny prepared renarks.

I"'mwaiting to hear nore -- | nean there's been sone
concerns expressed over a one-shot auction. And I think that
peopl e have to remenber that -- it's not sonething | proposed, or
these are not ny ideas.

And | haven't had any discussions with Staff or the
Conmi ssion or the Commttee over what was meant by the one-shot
auction. But just in thinking it over, | nean as a package it
makes sense to nme. That is, it's got -- a one-shot auction by
itself would not nmake sense to ne.

As you know, we earlier proposed a series of auctions to
gi ve peopl e market experience. But the design here is a one-shot
auction with a cap and the possibility of another auction, if
that's undersubscribed. And that does nmake a | ot of sense to ne.
That without the cap it wouldn't rmake sense. But as a package
deal, it does nake sense.



I"mwaiting to hear what other thoughts are.

And, quick reaction, | nean the only thing | can take a
quick reaction to is our first proposed reallocation. And at this
point | just don't see a basis for it, except for a statenent of
what AB 1890 intended. And | wasn't there as much as sone peopl e,
but I was there and | just -- that was one of those things that
was sort of the little job they left to you.

Qur preferences are, as stated often, are nore towards
new and emnergi ng rather than continuous support, existing, that
have standard offer contracts.

Finally, | think that the direction you' ve taken with the
custonmer incentives is very interesting and very good. | had not
antici pated them being an addition to what producers would get.

And, again, it cones as a surprise to nme, then again, in
thinking it over, it nmakes a certain anount of sense. That is,
these are capped at fairly tight nunbers. 1It's not |ike anyone's
going to be profiteering out of this.

Further, it sinplifies the admnistration of it
consi derably. You don't really have to worry who's doubl e-
dipping. And it does put out those incentives that | think the
Legi slature wanted all along, which is to devel op the market and
get peopl e | ooking towards that custoner market rather than to the
old adm nistered market that is sunsetting. W have no choice
about that. If we want to develop things for the future, we've
got to | ook towards these new custoner markets.

So | wish you well with the rest of the day and thank
you.

COMMISSIONER MOORE: Thank you, M. Kirshner.



Peter M1l er from NRDC.

MR. P. MILLER: CGood norning. And thanks for the
opportunity to speak once again before you. ['Il be brief in ny
echoi ng the conplinents that have been already given to the
Conmttee and to the Staff, and just say that | think this is
excel l ent work and representative of the best work that the CEC
has done over its 20-year history.

| think that -- | don't have any of our own issues, and |
think that's also indicative of the easier job that the
environnental conmunity has had in evaluating this issue. W're
not here asking for nmoney. Qur businesses aren't on the line
here, and that's nade it easier for us to cone before you. It's
t ough when your business is on the line, and that's not the case
for us.

So in looking at the Report and in hearing the conments
t hat have been nade so far and that |'ve heard before today, |
think that there are sone val uabl e suggestions to be nmade. 1'1l]
just nention a couple. | think that there are valid concerns
about how the consuner rebates will be allocated. | think that
that's worth paying attention to.

| think that there are sone very valid concerns about the
specific tiers for existing, whether the appropriate industry
groups are in the appropriate tiers and how specific criteria
m ght help to alleviate some concerns there, sone valid concerns.
| think it's clear that the emergi ng category has been reduced
substantially fromwhat it was in the previous draft. And we
earlier argued for a small reduction, to 15 percent. You' ve gone
beyond that. | can't offer a suggestion of where to take noney if
you increase that back up to 15 percent, so I'mnot going to argue
forlt's been so far a struggle to nake sure that we're not going
to continue to squabble. And | think it's worth saying we're
going to do nore than that. W're going to really acconplish



sonething that's very positive and to hold that up as a nodel both
in the state and outside of the state.

That's really all | have to offer today, other than ny best w shes
and good luck for finishing this up.

COMMISSIONER MOORE: Eric --

COMMISSIONER SHARPLESS: To your |ast point, Peter,
are you suggesting nore work in the Report that provides sone
st andards of acconplishnments that mght be created as a result of
the funding so that in four years fromnow we'll see if we hit the
target?

MR. P. MILLER: | think that's a lot to ask for.

COMMISSIONER SHARPLESS: Yes, it is.

MR. P. MILLER: And | think that that's --

COMMISSIONER SHARPLESS: In 48 hours.

MR. P. MILLER: In 48 hours.

| don't have any standards to offer. | think that that
woul d be a very valuable addition to the Report and sonet hing that
woul d gi ve the Conm ssion and the industry and the environnental
conmunity a lot to try and strive for.

Short of that | think it would be useful to lay out sone
-- just the sense of what could be acconplished with this.
Nunbers are hard to cone by. There's a |lot of uncertainty,
particularly when you' re relying on market nechanisns. But |
think that would be valuable in presenting this as a very positive
effort and not just dividing up a very limted pie.



And | think that that's been clearly the goal of the

Conmission. It's been the goal of the environnental conmunity.
And | think that the way the Report and the proposal that's laid
out now, that that's what's going to be acconplished. | have a

| ot of hope com ng out of this last Draft.

COMMISSIONER MOORE: Thank you very nuch.
Eric Mller

MR. E. MILLER: Thank you very nuch. Eric Mller,
Chi ef Executive O ficer, Foresight Energy Conpany.

I would just like to, as others have, commend the | at est
Draft and express our support for it. And we believe that you' ve
done an excellent job. And, | think, in a couple of areas, we
woul d |'i ke to enphasi ze poi nts of agreenent that we have.

The first is we continue to support the custoner
i ncentive paynents. Cbviously, as | think everyone would | ove to
see their categories larger, but | think you' ve done a good job
there. And | think it's something we can live with. And as
think you' Il hear from Wrking Assets, | think there's sonme strong
i nterest on the consuner base and | don't think there's going to
be any problemw th those funds being quite adequately utilized.
And, in fact, we're not at all worried that those funds are going
to be utilized.

On the incentive mechanism we continue to support the
mechani sm as proposed in the Draft. W have heard and are
synpat hetic to the concerns that have been rai sed about needing to
have a fixed allocation. And, in fact, our original proposal that
in sone ways was a part of this whole process starting, was for a
first-conme, first-served allocation

But as we've thought about it and as we've had a chance
to review the good work of the Comm ssion, | continue to believe



that that mechanismis a nore orderly one and will certainly be
viable for parties who are conmtted to a |l ong-term sustainable
green market.

And | have sone concerns that first-cone, first-served or
early fixed allocations, while they do help a lot in certainty,
which is a good thing, may actually create an incentive for people
to -- possibly a gold-rush sort of nmentality, that cone in and get
themwhile they' re good. And maybe people who won't have the
| ong-term comm tnent may cone who wouldn't cone if they knew that
they were only going to get what they could earn out of the
mar ket pl ace in the long-term

So for that reason, while it certainly introduces
difficulty and risks on the supply side, in ternms of structuring
the contracts, and we're aware of and synpathetic to those, |
t hi nk on bal ance we believe those are workable. And the benefits
of having an orderly and straightforward process -- allocation
process -- outwei gh those concerns, in our view

I would also like to support and was very pleased with
the reconfiguration on the new side and the way you' ve structured
it. It's going to provide a great deal of assistance to us in
bei ng able to put together increnental renewabl e projects.

W believe the package of incentives and the support for
new projects and what we can do in the marketplace, that we can
actual ly generate sonme real new projects happening. And that was
alittle nore difficult to see before, and this Draft nmakes that a
much nore viable concept. And we're quite excited about that. W
think we can really do sonme significant things with what you' ve
got. So we're done.

COMMISSIONER SHARPLESS: You' re supporting the
production incentive for new?

MR. E. MILLER: Right, the bid -- yes. And the



col l apsing of the categories and the general -- ny sense is it
expands the opportunities for cost conpetitive new renewables to
get into the nmarketplace of whatever technol ogy. And we see that
as a positive step.

COMMISSIONER SHARPLESS: So is your greater enphasis
on
the col | apsing of the categories versus the production incentive?
MR. E. MILLER: Yes.

COMMISSIONER MOORE: Thank you, M. Mller.
MR. E. MILLER: Thank you very nuch.

COMMISSIONER MOORE: V& appreci ate your conments.
Dan Wi tney from SMUD.

MR. WHITNEY: Good norning. |'mhere as Dan Wit ney
representing Jan Schori, our Ceneral Manager, who has sent to you
aletter with conments regarding the allocation of these funds
with specific application toward the energi ng renewabl e category,
and specifically therein photovoltaic.

COMMISSIONER MOORE: | don't know that we have that
letter, so we'll be looking for it.
MR. WHITNEY: It'"s in-- | hope it's not on that cart,

but it's --

[ Laught er. ]

COMMISSIONER MOORE: Yes, | hate to tell you what's
going to happen to the cart, --

[ Laught er. ]

COMMISSIONER MOORE: -- but Jan is signing a return
letter



to everyone who wote us on that. She'll be up all night.
MR. MASRI: Wien was that submtted?

MR. WHITNEY: On the 21st.

COMMISSIONER MOORE: V'l look for it.

MR. WHITNEY: And we'll make sure it gets in there.

Importantly within that letter, though, we identify
several things that | think should be of consideration to the
Commi ttee.

SMUD has focused its programon the sustained orderly
devel opnent of photovoltaics. And to that end, we are conmtting
3.7 percent of our revenues to the public good. That is a
consi derably | arger anount than required by AB 1890, but it
represents what we think is an essential mninmumlevel in order to
provide a programthat's going to neet the objectives needed in
our comunity.

What we are trying to do is to transition photovoltaic
into the conpetitive marketplace. And that nmarket is uniquely
avai |l abl e to the photovol tai cs because we can actually bring it in
at the distribution level at the retail custoner. And you get
consi derably stronger benefits if you do that. And, with that in
m nd, we are putting a considerabl e amount of our resources into
that. 1In fact, if you | ook at our whole Public Goods Program
over 30 percent of our resource available is going into this one
appl i cati on.

W recommend that, in an earlier submttal to you, that
t he 20-percent allocation requested of AB 1890 funds that woul d be
for the photovoltaic programwould really be the m ni num necessary
to give a conparable programthat woul d denonstrate sustainability
to the photovoltaic industry and bring those benefits to all the
ratepayers in California.



Wth that in mnd, our experience needs to be consi dered
as well. And we think that a multi-year allocation of resources
is what it does take. And SMUID is noving itself in that way to do
that very thing by establishing here in the |ocal area
manuf acturing capability for photovoltaics, that those
manuf acturers woul d cone here sinply because there is that market
denonstrated by our commtnent of this fund and al so the use of
phot ovol taics in our service area.

Now we recogni ze the problemthat you've got in
al | ocating al
of these funds. And it's exactly the sane problemthat we at SMJD
have had. And we've had to ask the sane kinds of questions.
Certainly we do not have sone of the constraints that are built
into 1890 in terns of how -- you have sone requirenments you have
to meet there as well.

But we have had to deal with these sane issues in terns
of prioritizing and selecting only those renewabl e resources that
we think we can effectively transition into the marketpl ace where
they will be conpetitive. And certainly | think frommy conments
you shoul d recogni ze that we have conmtted ourselves to this
phot ovol tai ¢ program

| should also cooment it is probably not appropriate for
SMID to try to tell you howto allocate the bal ance of your funds
because of the different requirenents that our two organi zati ons
have. But we do believe that, by our exanple and the conmm t nment
that we are naking, that you nust have a viabl e program

In order to have such a viable program you have to have
the sustainability factor. And in order to have that you have to

have the | ong-term comm tnent of adequate resources.

If the entire State of California were to put the sane



| evel of resources into the Photovoltaic Transitioning Program
that SMUD is putting in, we would have sonething |ike $250 mllion
a year available for the sole purpose of noving PV forward.

Thank you.
COMMISSIONER MOORE: Thank you, sir.

MR. ALVAREZ: M. Wiitney, just one question. The 30
percent that you allocated fromyour 3.7-percent Public Cood
charge, how nmuch does that translate into dollars?

MR. WHITNEY: It's in the 5- to $7-mllion-a-year
range.

MR. ALVAREZ: Ckay. Thank you.

COMMISSIONER MOORE: Thank you, sir.
Robi n Wl t her.

MS. WALTHER: Good norning. |'mrepresenting Southern
California Edison. And | think I'd echo the conplinents that
ot her peopl e have given to the Report.

Qur witten comments address several different issues. |
just want to highlight a couple of them because they really did
not get into this current Draft.

The first issue concerns the funding question. And the
Report is witten as if there's going to be $540 mllion for sure
there in this fund and the allocation is based on that 540. W
really believe that the |egislation reads that there's $465
mllion and then up to 75 mllion. And the up-to-75-mllion
really is going to depend on the extent to which it can be
collected either during the four-year period or the three-nonth
ext ensi on peri od.



W al so made comments, and |'mnot going to reiterate
them here, on the inplications this will have on contract
restructuring. But we heard and read the Report and we are not
objecting to the reconmendati on that the noney go to QFs who are
under existing contracts.

W again have reiterated a point that we have nade before
regarding the fact that we don't believe there's a need for
i ncentives or subsidies for mcrocogen. W think it just would
conti nue uneconom ¢ bypass.

The area | want to address in a little nore detail is an
area that was not addressed in the previous report on energy
content labeling. And we fully agree with the statenents in the
Report that custoners should have access to information to all ow
themto nmake i nfornmed choi ces about electricity purchases.

And we also think that, for the inplenmentation of Section
365 of AB 1890, that custoners need to know and they need to be
abl e to denonstrate how nuch of their energy is being purchased
from renewabl es.

But having said that, we are recomendi ng that we begin
with a voluntary energy content |abeling program And by that I
mean not every renewabl e, every retail provider needs to | abel
their energy. But if they want their energy to be considered to
be renewabl e, then they do need to follow a certain set of
criteria for labeling it.

But we're particularly concerned that if there is any
effort to incorporate em ssions or other environnental factors,
that be given careful consideration. W' re considered about
adding NOx that's located -- fromthe basin with NOx |located in
Wom ng or some ot her place, and just adding themtogether. And
we don't think that that would be particularly useful information



to a custoner. It would be inconplete and m sl eadi ng.

And we think that incorporated em ssions into a | abel or
ot her environnental factors is going to take a significant anount
of time and effort and should not be recommended. W don't
recormend doing it at this point. And that conpletes our
comrent s.

Thank you.
COMMISSIONER MOORE: Jan.

COMMISSIONER SHARPLESS: | have a question on your
| abeling issue. | understand DCE has been in the process of
trying to put some type of |abeling together.

MS. WALTHER: R ght.

COMMISSIONER SHARPLESS: And this seens |ike a rather
| engthy process, so | don't know that we've gotten very far on
this. But to your point on air quality emssions, | don't think
real ly understand your point.

You don't want people to recognize that, if they get
renewabl es in Colorado that, in fact, they m ght be reduci ng NOx
em ssi ons?

MS. WALTHER: No, no. | was -- they may be reducing
NOx em ssions, but ny understanding of the |abeling, and |I've done
sone tal king to peopl e who have advocated this approach at the
federal level, is that they're proposing that each provider woul d
list the anount of em ssions that their energy results in.

So that when you bought energy, if you were buying, let's
say, -- soneone would tell you it has so many tons of NOx and so
much CO2 associated with it, et cetera. And | was concerned that
particularly for energy that gets sold into the PX, that soneone
m ght take all the NOx associated with all the energy sources that



are being sold into the PX and then they woul d just add them up.
And so that a customer woul dn't know where the NOx that it was
responsi ble for was comng fromor it was buying.

I wasn't even thinking of the situation you're talking
about, that a customer needs to know what they're displacing. |
didn't think that was going to be necessarily feasible

COMMISSIONER SHARPLESS: Ch, besides that's not what
| ' m suggesti ng.

MS. WALTHER: Ckay.

COMMISSIONER SHARPLESS: Because obviously air
pol I uti on knows no boundari es.

MS. WALTHER: Ri ght, right.

COMMISSIONER SHARPLESS: But | see that the point
you're making is a much nore conplex point. And | guess it wll
take a little bit nore reading to understand precisely what al
the conplexities are.

MS. WALTHER: | can tell you that when | tal ked to one
of the people who's been advocating this, he basically told ne,
"Well, that would add a conplexity that we can't deal with," but
of course having lived through the BRPU experience here at the
Conmi ssion, |'mparticularly concerned about -- and at the CPUC --
valuing a ton of NOx in Wom ng the same way we val ue a ton of NOx
in the LA Basin.

COMMISSIONER SHARPLESS: Vel |, what woul d you
preci sely suggest the Conmttee put in the Report? W have a
section that tal ks about | abeling.



MS. WALTHER: R ght.

COMMISSIONER SHARPLESS: But we don't make any strong
recomendations. W don't suggest a voluntary program \Wat
woul d you be suggesti ng?

MS. WALTHER: | think I would be suggesting that you at
| east -- there's a phrase in that section which deals with
em ssions. And | think that that phrase should be qualified to
say that that shouldn't happen, that is going to require
significant effort.

Ri ght now the enphasis is on sources of energy, whether
it's renewabl e or what kind of technology is used to produce the
electricity. And | don't have any objections to that at this
point. But | do have concerns about the sort of -- it's a phrase
t hat suggests, well, we can al so add em ssions and add ot her
environnental factors. And | think that there may be a need for a
footnote or a qualification that that would take -- that's not
sonet hing that could be done imedi ately.

COMMISSIONER SHARPLESS: Actually | think that's what
it says.

MS. WALTHER: Ckay. Well, | have to look at it nore.

COMMISSIONER SHARPLESS: Ckay. Thank you

MS. WALTHER: It did raise concerns with us

COMMISSIONER SHARPLESS: Thank you.

COMMISSIONER MOORE: Thank you very nuch.
Kat hy Trel even.

MS. TRELEVEN: | am Kat hy Trel even representing PGRE



And | would like to join with, | guess, just about everybody here
to congratulate the Commttee on a really very good Report. It
seenms to us to neet the spirit of AB 1890, both in follow ng the
guidelines that the Legislature gave you and, nore inportantly, in
bal anci ng the concerns of a very diverse group of people with
relatively sinple and pragmati c nechani sns.

I"d echo Dan's thought that |I think this can nmake it
through the Legislature. And, in addition, | think it will be an
i mportant resource in the federal |egislative discussions of what
we need to do with renewables in the electric industry,
restructured industry.

There are three specific newthings in the Report P&E
would like to specifically add our support to. The sliding target
cap seens to us to neet the needs of existing QF renewabl es while
-- and give them support in proportion to need while neeting the
target of noving toward an open narket.

Second, the larger conponent for new renewabl es, we hope
will lead to expanded new generation of renewables in California.
And we think that the explicit prohibition on remaining in an
exi sting QF contract while seeking these new dollars is an
i mportant distinction that will also increase the amount of truly
new generati on.

Third, the open bid structure for new generation seens to
augrment the anount of kilowatt hours we'll get that are market-
ready generati on.

VW have a nunber of nore mnor conments in our snal
docunent today, and they basically touch on sone of the em ssions
| abel i ng concerns and the accounting concerns that Robin Walther
rai sed bef orehand.

Thanks very nuch



COMMISSIONER MOORE: Thank you very nuch. Appreciate

Jack Monger

MR. MONGER: Good norning and thank you for this
opportunity to speak to you this nmorning and make what will be
very brief coments.

First off, I"'mrepresenting Cannon Power Corporation. W are
a San D ego conpany in the wind energy business. And our conments
this nmorning really are directed at what is a very, very smal
part of this whol e docunent, one percent to be exact. And that is
t he consuner information and nmarket-buil di ng conponent that, for
your information, is on page 32.

But we felt so conpelled to nake a coupl e of conments on this
secti on because, even though it may be very small, if you're a
sailor, you know that a one-degree course change now can nake a
very, very big difference on down the road. And we felt that a
coupl e of fine-tuning things could be added to this section that
woul d be very inportant.

VW acknow edge, first off, exactly that the concl usion that
the Conmi ssion has in this document. And that is that the future
of the renewabl e energy business is very much going to be affected
by the ability to develop a market in the years ahead. No
guestion about it.

However, our problemcones in, | guess, sonme of it in the
tone that is set in this section, specifically in the second
par agraph where it says that "The burden for educating the public
about renewabl e energy... cannot rest solely with" the "...
marketers," and | assune that nmeans all of those interests in
renewabl e energy.



Vell, we don't |ook at educating a public and creating a
market as a burden. We look at it as a fact of life, as a
necessity. | don't think other major advertisers or product
manufacturers in this country would, in any way, consider
devel opi ng a nmarket as a burden.

| mean Budwei ser certainly doesn't |look at it that way
and nor does any other, Coca-Cola or any other major manufacturer.
It's just part of the business.

But yet they accept very, very serious responsibility for
that task. And therein lies the very point | would |ike to nmake
this norning. And that is that the renewabl e energy industry
needs to be a part of the devel opnent of that information and that
mar ket i ng approach. And nmy concern in this was the fact that what
is proposed -- | guess ny concern is not what is proposed, it's
the detail that | would like to see added to this. The fact that
what is being proposed is a renewabl e energy infornmation
cl eari nghouse.

W feel that it's going to take a ot nore than just an
i nformation cl eari nghouse to really conmuni cate to the people of
California howinportant this is to their future and to really
devel op that nmarket and have it be sufficient in four years' tine
to stand on its own.

So | guess what | would recommend or ask to recomend for
your consideration is that the structure of this clearinghouse, or
what ever conponent, whatever you're going to call it, include the
st akehol ders, the peopl e who have, the conpani es that have, the
interests that have so rmuch to gain by this.

And certainly they are the conpani es involved in the
mar keting or production of this power. They are al so the people
of California who have often or nmany tinmes nade the case that



cl ean, renewabl e energy is inportant to our future.

That's what | believe needs to be the makeup of this
group. And since it really, we believe, is going to have a huge
i mpact on our conpany's perfornmance and exi stence in four years
time, we feel that it is so inportant now to nake this snal
change, this small inclusion to ask for a little bit nore detai
in the structuring of this clearinghouse to be specified that
those interests that will very nuch contribute to the success of
the programbe allowed to participate in a very, very significant
way.

Certainly in this business, we have the nost to gain by
t he success of the program W have the nost to | ose by the
failure of the program And so it is very much in our own
interest to nmake every dollar count.

| think we're so fortunate in the foresight, that the
fundi ng has been set aside to help develop this market. And so it
is very much in our interest to make sure that every dollar go as
far as it possibly can towards the devel opnent of that market.

Thank you very nuch
COMMISSIONER MOORE: Thank you very nuch.
Tom Hi nri chs.

MR. HINRICHS: I"m Tom H nrichs representing the
Geot hermal Energy Association. And | have handed you the copy of
the draft that | will be filing today and is outside for those
that are interested.

| have just two or three specific issues that are very
i nportant to the geothermal industry that 1'd like to anplify. W
certainly are very much a part of the conmments that Bill Carl son



made. And those five issues are very inportant to us.

Just a little background in the context of these conments
that | nmake. When the renewabl e i ndustry devel oped their
proposal, the geothermal industry had the bul k of the fol ks that
are devel opers that are interested in pursuing in the devel opnent
of new projects. And in our initial 27 percent that we in the
renewabl e i ndustry agreed to, we had all ocated 22 percent to new
and five percent to existing.

The concept that we in the Geothernmal Energy Association,
the people that | represent, had with that existing was that if a
project desired help out of the existing fund for an existing
project, they would then be not eligible for taking that
particul ar geot hermal resource and applying for new noney for new
projects to put somewhat of a limtation on the anount of existing
projects that woul d apply.

Wth the change in the program where the newis now on a
totally conpetitive basis, there is a glitch here, that the
existing projects then -- is there anything to limt all of the
existing projects for applying for the five-percent noney, and it
woul d appear there isn't. And that would -- if that occurs, that
will have a very mninmal pittance available for existing projects.

The institutional investors in the geothermal industry
have a filing that addresses this, and will carry that one
further. 1 just want to point out, however, that in their filing,
and | had hoped that nmaybe Bill Short would be up here before I am
but I don't think you' re going to provide the ability for
conment i ng upon --

COMMISSIONER MOORE: He's next.

MR. HINRICHS: Al right. Wll, et me just indicate
then that, as he discusses his application, they identify four



specific projects that they would like the noney Iimted to. And
he has a statenent here, "The Geothermal Energy Associ ation agrees
t hat geothernal projects not identified do not need assistance."
That is not a true statement. | amnot supporting, as the

Geot hermal Energy, those specifically four projects.

The concept of limtation of the existing funds, | do.
But | cannot speak for the devel opers as to the specific projects
that should be -- the noney limted to.

Let me speak quickly to two aspects associated with new.

In your page 10 definition and di scussions of the in-
state requirenent, you nake the statenent that a project that is
located in California and supplies power outside the State of
California is not eligible for AB 1890 funds.

W have a potential project in Northern California that
there woul d be a possible contract for sale of power into O egon
and Washi ngton with the Bonneville Power Authority. And the
benefits of that sale of power would really cone to the State of
California: The property taxes, the royalties on a federal
project cone actually right back to this Commssion. And | don't
see anything in AB 1890 that limts an in-state project to selling
just within state.

Yes, na' am

COMMISSIONER SHARPLESS: | don't know that our Report
does either.

MR. HINRICHS: On page 10 it says that.
COMMISSIONER SHARPLESS: The question is: |Is the

facility within California? 1s the geothermal facility, all of
it, that which produces power within the State of California?



MR. HINRICHS: The particular exanple I'mtal king of,
that is the case, but the sale of power could go outside the
state. And if you notice on page 10 in the Report it states that
that woul d not be able to take AB 1890.

W have anot her instance with the Oxbow Power Cor poration
that will be spoken to here by M. Geenwald that is the opposite
situation, where their project is outside the State of California
but they have facilities within the State of California. And he
will address that. But that's just a specific earmark that I
wanted to point out, that | don't think was the intent of the
| egi sl ati on.

COMMISSIONER SHARPLESS: Thi s excl udes two things
Qut of state and municipal utilities.

MR. HINRICHS: Yes.

COMMISSIONER SHARPLESS: Are you taking issue with
nmuni cipal utilities as well?

MR. HINRICHS: | don't see anything in the |egislation
that would require a lack of funding for a project that sold to
nmuni ci pal utilities.

I think the purpose of this is to devel op new --
renewabl e resources within the State of California and, regardless
of who it's sold to, that those benefits woul d cone.

Let me quickly address the other issue, and it basically
supports this concept that we are goi ng, basically geothermnal
primarily into the new category.

And | have, on the |ast page of ny testinony, suggested
and actually changed to the definition of a new resource to



accommodat e those things of incremental additions that existing
plants that would sell into the market no | onger with the existing
contract, even though the existing plant that there's nowis
selling on a contract. And then the additional enhancenent of
resources that would provide power to go into the nmarket that was
not under the contract would fit in that category, too.

So this sonewhat inplenments what Bill indicated fromthe
new side and is sonme specific words that | woul d appreciate you
| ooking at fromthe standpoint of new resources.

COMMISSIONER SHARPLESS: Tom I'msorry. | mssed
your point. Could you just repeat that, but be specific?

MR. HINRICHS: Specifically, in the geothernma
industry -- and this may apply to sone others -- we nay have an
existing plant there that is operating under a Standard O fer No.
4 contract that has the ability to expand.

COMMISSIONER SHARPLESS: R ght.

MR. HINRICHS: And what |I'msaying is that expansion
may not be |ike a repower, where you tear everything down, build
it up and you' ve got 80 percent new funds going into it. But it
is a new turbine generator that generates new electricity and may
utilize sone of the existing piping and auxiliaries that doesn't
sell to the existing standard contract.

COMMISSIONER SHARPLESS: In other words, you woul d
consi der this surplus beyond the contract?

MR. HINRICHS: Sur pl us beyond the contract and
addi ti onal capacity be put in.

COMMISSIONER SHARPLESS: So what's your point,
t hough? Do you see our Report doing what, and what would you |ike



to see changed?

MR. HINRICHS: | would like the definition of new
facilities to include expansions of existing plants and
enhancenent of existing resources that result in the sales into
the new nmarket that are not under existing utility contracts. And
that's the specific words | have in there, Jan.

COMMISSIONER MOORE: M. Hnrichs, you' re raising an
issue that really does bring us into the world of the interstate
conpact that exists currently and what the FERC is likely to do
with regional regulation, selling in and out of the greater
regi on.

And do you see a need to define our definitions any
further as far as plants that create energy here that sell outside
the state boundaries and/or purchase power from outside our state
boundari es?

MR. HINRICHS: | haven't -- maybe | better let M.

G eenwal d participate in that one nore. | see a specific
geothernmal project that is within the state --

COMMISSIONER MOORE: Yes.

MR. HINRICHS: -- that may have sone sales to it. It
may not be all. There may be sone sal es out of state, sone in,
that coul d possibly be kept fromaqualifying for AB 1890 fundi ng.
And | wanted to point that out.

And if a new project chooses to just sell into the pool
or to the PX, there is really no know edge of exactly where that
power goes.

COMMISSIONER MOORE: Ckay. Well, we've been | ooking,
and I'Il look in your remarks. | don't see the reference right
off the top

MR. HINRICHS: Ckay.

COMMISSIONER MOORE: But I will look for it. Thank
you.



W'll go then -- M. Short is representing the
Institutional Investors.

M. Short.
Do we not al ready have your submittal ?
MR. SHORT: If you don't, ...

COMMISSIONER MOORE: And you're going to nane the four
firms that ought to survive today?

MR. SHORT: Yes.

COMMISSIONER MOORE: | understand why M. H nrichs
m ght have been reluctant to do that.

[M. Short distributes witten testinony to Conmttee.]

MR. SHORT: Ric Abel will actually be initially
speaki ng for us.

MR. ABEL.: The three institutions that |'m speaking on
behal f of is Prudential, Signa and Deutsche Bank. W jointly have
invested $650 mllion in geothermal renewable energy projects in
the State of California. In all of the renewabl e projects we have
invested nore than $2 billion. And we consider ourselves to be a
st akehol der and woul d |ike to be considered.

When the coalition has put forth their coments and
i deas, that represents the developer in the ngjority of these
projects. And the | enders were not consulted in a |lot of those
coments that went forth.

I would also like to restate what a | ot of the people
before me have. | think this is a very conprehensive Report and
does very good justice overall.

I would like to nake three main coments to the treatnent
of Tier Ill projects. And it is ny feeling that the Tier IIl is
underfunded, that there are too many projects included in Tier |11
and that the | evel of support at a 2.5-cent SRACs level is too
| ow.

To the issue of it being underfunded, it is our belief
that the consuner incentives are overfunded, given the |ack of
credi bl e existing generation resources. And therefore we propose
taking four percent of the allocation fromconsuner incentives and
shifting it to Tier III.



The second point, that there are too nany projects
included in the Tier I1l Category, we would propose that the
majority of the geothermal projects be elimnated fromthis
cat egory.

In neeting with various nmenbers of the Staff, it has been
made clear to us that the GEA has represented that the geotherma
i ndustry existing projects do not need support.

It is our belief that there are a m ni mum of four
projects that do need transition support. And we've identified
t hose four projects.

W have arrived at the conclusion that since it's been
represented to you and it's your understandi ng that the geotherna
energy existing projects don't need support that therefore the GEA
woul d be in support of the rest of the projects not being
i ncl uded.

If the GEA would |ike to submt another way of |ooking at
this, or that that's not a true statenent, | stand corrected and
apol ogi ze for any m srepresentati on.

The third category is that we would request that the
support level of 2.5 cents be raised to 3 cents. For the projects
that need transition support, the level of 2.5 cents is not
sufficient.

W also believe that in raising the level it is not
hurti ng anybody. There is a cap of funds that can go to the Tier
1l projects. And if the market were to cooperate and set an
SRACs |l evel at 2.5 cents, it would be our hope that the limted

funds that have been allocated to Tier IIl projects could still be
accessed by those projects. And if the support |evel was set nore
at a 3 or 3.5-cent level, it would allow for this.

Movi ng back to the idea of reducing the nunber of
projects in the Tier |1l category, we are not opposed to having to

prove need. W just were concerned about the admnistrative
burden that that would create. And we're trying to sinplify the
concept and nore clearly identify the projects in the geothermal
i ndustry of existing projects that would very nuch benefit from
transition support.



It is our feeling that sone of these projects are at
risk, that they nay cease to operate if they don't receive the
requested | evel of support.

And with that | would like to open to any questions that
you m ght have for anything else that | mght be able to qualify.

COMMISSIONER MOORE: No. M. Abel, I'mcurious. Al
of us can see why you woul d be concerned over |evels of support,
especi al |y when you've got funding on the line, but the curious
relationship as far as identifying what facilities ought to be
supported and |I' m wonderi ng whet her or not you' ve spoken to anyone
who wasn't on your support list to find out how they felt about
bei ng excl uded?

MR. ABEL.: W have spoken to the other players and
asked themto participate and asked themto clarify whether they
have needed support, and nobody el se has stepped forward.

And in ny dialogue with nmenbers of the Staff, it has been
represented to nme that it is their understanding, prior to our
getting involved in the process, that none of the projects of the
geot hernmal projects needed support.

And so we have done a best-efforts to try to contact
everybody and elicit their support. They feel that they -- what
has been represented to nme is that they've been adequately
repr esent ed.

But, here again, if there is a preference to have a needs
test or something, we're in support of that. It's just our
concern was is that would create a very |arge adm ni strative
burden on the CEC

And in an effort to put forth an idea that would limt
that burden, we've tried to identify sone specific projects that
we feel need sone transition support.

COMMISSIONER MOORE: You can understand the question
mark on our part. To the best of ny know edge, the banks don't
generally sit on the boards of directors of the individual
concerns either in the wind category, in the bionmass category.

And, as a consequence, the appearance of a united front
of banks in one industry here to support a change in allocation



could at least topically be construed as a support for an

i nvestment, your own investnent, as opposed to the concern over
energy provision within the state or efficient allocation
according to the Bill.

So I'mjust trying to tease apart where the rel ationship
woul d take us, what actions we ought to take. And ny job is
really not -- | don't want to sound to harsh about this -- ny job
is not to protect your bank, because | assune you make rational
deci si ons when you | oan noney. And, when you do, you depend on an
i ndustry or a conpany and its nmanagenent as they present
t hensel ves to you, or their bal ance sheets, and you | end on that
basi s as opposed to adjusting a state allocation nechanismin
order to support an institutional investnent.

You can understand the dilemma that | face in trying to
listen to you and be synpathetic, but at the same tine address the
concerns of the Bill w thout worrying overly nmuch about your
investors, if you wll.

MR. ABEL.: Absol utely, M. More. You know, all of our
institutions anal yze these deals up front. W invested them And
sone of our assunptions proved wong. And to the extent we | ose
sone noney, that is certainly our hardship.

| come to you with the concept of trying to continue to
have these projects operated. To nme the consideration is not
whet her the financial institutions are going to benefit fromthis,
but nore that the State of California have an opportunity to nost
cost-effectively get renewabl e power produced in the State of
Cal i f orni a.

And to me for the very Iimted anmnount of funds that are
bei ng requested to keep these projects operating, because they're
small er and have a little bit higher operating cost level, is to
me, in ny estimation, dollars well spent in terns of maxi m zi ng
the renewabl e energy that is produced in the State of California
per dollar, AB 1890 dollar spent.

Al of the dollars that we're requested pale in
conparison to the anmount of dollars that's necessary to devel op
and create the simlar anount of generation from say, new project



devel opnent .

These are very limted and small suns of noney in order
to keep existing projects that have operated at very high capacity
factors and produced a | ot of renewable energy for the State of
California. And our goal is to keep those projects operating, and
feel that there is going to be sonme very difficult tines.

The other point that | would nake in responding to your
coments, M. More, is that in all of these investnents, the debt
is worth rmuch I ess than 100 cents on the dollar. So effectively
t he debt does not have a control of equity as in sort of noving
the project forward. But froma capitalization point of view
that's remai ning, we, in essence, by default have becone the
equity investors going forward. Because of the nechani snms of the
cliff, the existing equity is not notivated to address the
transitions that need to be taking place in order to nake these
projects so they can operate post-cliff. Because pre-cliff they

are benefitting fromthe higher cost of energy that will not be
there post-cliff.
COMMISSIONER SHARPLESS: [f I could, I think I'm

goi ng along the Iines of Conm ssioner More here. And it seens to
me that the Committee has tried many different approaches to try
to carry out the nmandates in 1890.

W started out with sone kind of elaborate, at |east the
concept was, an el aborate nechani smfor determning projects that
could survive after the four years and projects that were in need
and those that were not in need. W talked about triage.

In each one of these approaches we ran into, as you've
i ndi cated, problens that woul d require huge amounts of
adm ni stration to nake corporate and bank-1ike decisions by a
government agency. And we have noved way, way, way away from
that, and we are at the point where we are.

| daresay that there are probably technol ogies, all the
technologies in all of the tiers have simlar issues to the ones
that you raise for geothernmal. And that's why we approached it
froma nmarket-based systemin the existing category, because we
felt that that was the fairest to all technol ogies.



Now in terns of the percentages in the tiers, we're open
to listening to the argunents the parties have as to the inpacts
and the inplications that m ght be raised by those and |ikew se
sone of the issues that you've rai sed about whether it should be 3
cents or 2.5 cents.

The bottomline, though, and one thing | don't see in
your comments and 1'd like to ask you to comment, is that in every
case we have ranped down those cents-per-kilowatt hours in the
| ater years. Your suggestion here seens to increase from2.5
cents in Tier Ill to 3 for what, four years?

MR. ABEL: Yes, ma'am

COMMISSIONER SHARPLESS: Const ant ?

MR. ABEL: Yes, ma'am

And | believe that the Tier Il projects are constant at
3.5 cents. It's only the Tier | that ranps down froma level of 5
cents downwards to a level of 3.5 cents. So even at the end of
the fourth year, in terns of the |level of support that's being
requested, it's still a level that is |ower than the other
t echnol ogi es.

COMMISSIONER SHARPLESS: I think | just get concerned
about trying to go back again with sone sort of "let's | ook at
project by project and determ ne need," because if you do it for
geot hermal, why shouldn't you do it for every technol ogy band?

MR. ABEL.: You know, | guess there's different
approaches. The way the allocation of funds was split up, there
is an inordinate amount of generating generation actually produced
inthe Tier IIl category. So that when you do the mathemnatics and
sort of |ook at what is the level of support, it's less than a m|
that will go to the Tier Il1l category.

So, in other words, | think there's an inconsistency in
t he amount of allocation of dollars that go to Tier IIl in
reference to the amount of gigawatt hours that are produced. And
so here again our approach was to try to work with the approach
that the Staff and the Comm ssion has taken and not try to change
it more than i s necessary.

But what's going to happen is, the way that it is here



now, the majority of the projects in Tier Ill do not need the
assi stance. And because of the dilution, the projects that do
need the assistance will get very little.

| stand corrected that nmaybe our proposal to try to put
sonething on the table that is very sinplified has probl ens
associated with it and maybe there is a better way to do it. But
the main point that | think we're trying to nake is there is a
very |l arge nunber of projects and a very |arge nunber of gigawatt
hours bei ng produced in the Tier Il projects to such an extent
that the amount of support per project is going to be very, very
smal | dol | ars.

COMMISSIONER MOORE: Ckay. W have two of your
col | eagues, Linda Zai ni nger.

MS. ZAININGER: Yes. Thank you. I1'd only like to
very briefly make a few conments. M/ nane's Lydia Zaininger with
Deut sche Bank in New York. And we are part of the group.

| appreciate the openness that we have here because it's
very easy to be cynical about the intentions of a group of
| enders.

However, | nust come back to the point that R ¢ has nade
that we really do see ourselves not in a traditional |endering
role here necessarily because of the dramatic -- partly because of
dramati ¢ changes in the industry.

Back to Ric's point, also that our viewis that there is
i nsufficient support for certain of the Tier IIl projects. It
really comes down to the core issue of -- | think very well seen
on the pie charts on page 4, | believe of the Report -- which is
the | arge di screpancy or difference between the actual capacity of
sone of these geothernals versus generated energy.

And | think that this consistent, reliable, renewable
source of energy isn't getting -- doesn't appear through the
Report to be getting the allocation that is fair for that
consi stent, historical |level of generation. And that's what we've
tried to address in the conments that we've submtted today.

COMMISSIONER MOORE: Thank you.

MR. ZAININGER: Thank you



COMMISSIONER MOORE: M. Short.
MR. SHORT: Yes, just very briefly. This is Bill

Short. I1'mconsultant to the Geothermal Institutional Investors
G oup.

| just want to add a point. Coviously we |ooked at Tier
|, Tier Il and Tier Il needs, what were being served there.

Wth respect to the Tier 1 and Tier Il, they are getting

approximately on a per-kilowatt-hour basis per year approxi mately
six times nore need, and they are produci ng renewabl e energy j ust
as we are. And ours actually works out, what was originally
handed to us in the Report, to being |l ess than basically a m| per
year.

If you take that m|, obviously, and you allocate it to
any of these projects in, let's say, the year 2001, it cones up
to, even the | argest geothermal projects, at 80 negawatts |ess
than a mllion dollars. And on nany of these projects it's only

about 115- to 140,000. It won't have an inpact at that level. It
needs to be concentrated. It cannot be an entitlenment program
It has to be sonmehow needs-tested.

Thank you.

COMMISSIONER MOORE: Thank you. W appreciate your
conments very much

MR. SHORT: Thank you.

COMMISSIONER MOORE: Al right. Lon House.

[M. House distributes witten testinony to the

Conmittee.]

MR. HOUSE: Good norning. |'mLon House with the
Associ ation of California Water Agencies. 1've provided you with
handouts. | want to talk briefly about one thing, and this is on

page 33 of your Report.

And that is the requirenent that the consuner creditors
only go to contracts that are direct access contracts.

W have about a third of the small hydro capacity and
about half the small hydrogeneration in the state. And recently
we went out for about a thousand negawatts of contracts for 1998.

And we got it -- the response was very good. W got



electricity, about a penny and a half a kilowatt hour, which was
conpetitive for us.

What was al so included in that RFP was a request for
other services. And this is something | wanted to bring up rea
qui ckly.

If you have a requirenent for direct access, under direct
access the custoner that is involved in this has to basically nake
an all-or-nothing decision. |If they decide they're going to go
with direct access and going to go with a renewabl e provider, they
have to find someone to do the nom nations. They have to find
soneone to do the scheduling. They have to arrange for ancillary
services. They have to arrange for paying for the inbal ances and
for netering and billing.

And included in ny report is just a summary of the prices
that we received as part of this RFP. WlI|, what this did for us
isit forced us to sort of go back and said, "You know, this is a
ot nmore conplicated than what we're really interested in. Wat
we really want to do is just contract with sonme of these | ow cost
electricity providers.” So we are negotiating with them now for
contract for differences.

And, as you're aware, the contract for differences is a
generator and a consuner make sone sort of an agreenent with sone
sort of a price associated with. The consuner |ooks and renmains
the utility custoner, and | ooks to the Power Exchange just |ike
every other utility custormer.

The Power Exchange is responsible for all the nom nations
-- or the utility's responsibility for all the nom nations, al
the scheduling, all the inbal ances, everything.

The only difference is that at the end of the nonth, or
whatever this period is, there's a true-up in the price between
the contract price that the generator and the consuner have agreed
to. And right nowthis is sonething that we're | ooking for

| think that particularly for the intermttent
renewabl es, the penalties associated with inbal ances are very,
very high, as you see in there, 20 cents a kilowatt hour. And it
is going to force sonebody to be in the market of maki ng sure that



t he generation and that the supply and the demand match perfectly
t hroughout the day. And this is going to be very expensive, at
| east from our perspective.

So what | would like to recormend is that, if you're
really interested in getting the renewabl es sold, you can broaden
this category to have a contract for differences, so the
renewabl es provider and the consuner still have a contract for a
set price, but the consuner doesn't have all of the increased
responsibility to arrange for or to pay soneone to arrange for the
nom nations, the scheduling, all the ancillary services, all the

nmetering, billing and all the inbalances. And this is just
sonething that | would like for you to consider.
Thank you.

Do you have any questions?

COMMISSIONER MOORE: Appreci ate your remarks. Thank
you very nuch

M. Ely, you'll be our |ast speaker before we break for
lunch. And we'll ultimately be com ng back at 1:15.

DR. ELY: M/ nane is Richard Ely. I'ma small hydro
power devel oper. Presently | hold two prelimnary permts. In
essence, |'mvery nuch a new or potential generator

I"d like just to bring two very narrow points to the
Commi ssion's attention. Under the definition of
m crocogeneration, | conpletely agree with SMJD. The
envi ronnental benefits of generating at the point of use is very
inmportant. And | conpletely disagree with Southern California
Edi son that that effect shoul d be ignored.

I would like to have the Commi ssion consider that the
definition of cogeneration be defined and be expanded slightly to
i ncl ude over-the-fence or within-the-fence use of hydro power.

I come from New Engl and, and in New Engl and we have many
old mlls where hydro power is generated, in effect, in the
baserment or in the building out back. | have a couple of sites in
mnd in California. And it would be helpful if that was clarified
or incorporated in the definition of m crocogeneration.

Emergi ng technologies. Wen | first read this docunent,



when | first read AB 1890, when | saw the words "new
technol ogies,” | assunmed it neant new technol ogi es, meani ng new
t echnol ogy, not old technol ogy at new projects.

What seens to have happened here is that the entire idea
of "new t echnol ogy" has been usurped by existing technol ogi es and
is being used, in essence, as a funder, a funding mechani sm for
ongoi ng, well-established processes that we all know.

| don't think that's such a bad idea. But what | would
not like to have dropped fromthe Comm ssion's attention is that
the underlying notivation in the original AB 1890 was to induce,
create new technologies in the sense that you have now turned
words into "energing technol ogies."

And what's happened, as | read the docunent and | read
the requirements for an "energing technology,” is that they are an
energing. That you require, in effect, a technology that has a
20-year life, that can give a five-year warranty, that has
avai | abl e data, has one-year denonstration at full potential.

Now | understand that one of the enphasizes of this is to
fund photovol taics, of which | have no objection since it's
certainly the intent of the legislation. But by requiring all of
the things that you have in that |ist of requirenents, you' ve
el i m nated any new technol ogies in the sense that anyone outside
of this roomwoul d nean those words.

I would like the Commi ssion to consider that, in the
process of evaluating the energing technol ogies, that they use a
nore flexible standard than is required under the Itens 2, 3, 4
and 5 of their requirenments, which clearly elimnate, in ny mnd,
any new and i nnovative technol ogi es from consi derati on.

That's all | have to say. Thank you very nuch.

COMMISSIONER MOORE: Appr eci ate your conments

W're in recess until 1:15. Thank you.

[ Luncheon recess taken from 11:55 a.m to 1:25 p. m]

COMMISSIONER MOORE: Ladi es and gentlenmen, if you wll
rejoin us, we'll start the hearing again.

Al right. W're going to nove into the afternoon
session. And | have a couple of people that have flights to catch



that 1'mgoing to try and accommodate, but 1'll ask you to keep
your comments as brief and to the point as you can.

Jeff Sprecher.

MR. SPRECHER: H. [I'mJeff Sprecher with Western
Power Group. And over the last two and a hal f years ny conpany
has been working to design and inpl enent a conputerized exchange
for trading of products related to the electricity business.

And in that regard | rise to say that we very much
support the Conmm ssion's decision reconendati on on page 19
regardi ng the establishment of an exchange-based cl eari nghouse.

And while there are nany details left to be worked out
with regard to that inplenentation, we |ook forward to being part
of the consortiumthat would contribute to solving the problens of
i npl enent ati on.

| wanted also to nention to you that we will work to
support your recomendation in the WEPEX process to nake sure that
t he i ndependent system operator can be designed to ensure the
ability to accommobdat e customer choice for renewabl e power and
al so to deliver that power.

And we wi |l support the Conmm ssion's recomendation in
the Legislature and | ook for ways to define funding mechanisns to
establ i sh and mai ntain an exchange that woul d be outside of the
$540 mllion of renewabl e funding that's being discussed here in
princi pl e today.

W know the Legislature is |ooking for the Conm ssion's
gui dance, particularly in this area. And so we |look forward to
bei ng part of the process; and wanted to thank you and your Staff
produci ng a very, very thoughtful Report in this regard.

COMMISSIONER MOORE: Thank you very nuch.

Paul Webben.

MR. WVEBBEN: Yes. Good afternoon, M. Comm ssioner
Moore and fell ow Conm ssioners, ny pleasure. M name is Paul
Webben. I'mthe dean Fuels Oficer with the South Coast Air
Qual ity Managenent District, and I'mhere representing Dr. Jim
Lentz [phonetic], our Executive Oficer, here today.

The District appreciates this opportunity to nake



conments on the Conmttee's Report. This is an inportant

m | estone for the Comm ssion, as it takes steps to give coherent
structure and logic to the unprecedented restructuring of the
utility market as directed by AB 1890.

The District is strongly supportive of the policies and
recommendat i ons bei ng nade today. These policies will have a
direct and beneficial inpact, in our view, on the devel opnent and
conmerci al i zati on of clean, renewabl e energy technol ogi es,

i ncluding fuel cells, which use renewabl e feed stocks.

In addition, the District would |like to address four
i ssues which relate to your recomendati ons.

The first, in addition to the recommendati ons before you,
we believe that there will also be benefits associated with
adopting criteria for exenpting clean, 1.e., |ow em ssion and zero
em ssi on renewabl e energy production, from stranded cost paynents,
so-cal | ed CTGCs.

The recent decline in renewabl e energy production in
California has resulted in the | oss of zero and near-zero em ssion
electricity generating capacity, which has effectively been
replaced with higher-emtting fossil production.

Conversely, fuel cell and cl eaner energy technol ogi es,
such as roof-nounted PVs, et cetera, nust grow significantly over
t he next decade in order to help the South Coast Air Basin attain
the current federal air quality standards.

The United States EPA has al so proposed nore stringent
air pollution standards for ozone and fine particulate. And, if
adopted, these revised standards will create an even greater need
to expedite the use of clean, renewabl e technol ogi es.

So the CC could provide a clear narket signal by
establishing a policy goal that fuel cells and cl eaner, renewabl e
ener gy technol ogi es be exenpted fromthe Conpetitive Transition
Charges over the next decade. This will attract significant
addi tional investrment in these technol ogi es while al so
contributing statewide to the nore efficient use of energy.

Qur second point, the proposal before you today
recommends that fuel cells should be treated as fuel switching for



pur poses of being exenpted fromthe CTC

The District strongly supports this reconmendation. The
Conmi ssion may al so want to consider making a finding that such
exenption should be in place through the year 2010 in |ight of the
severe nonattai nment status of the South Coast Air Basin.

Third, there are al so benefits associated with adopting
explicit funding priorities for |ow and zero pollution energy
production technol ogi es which are as clean or cleaner than fuel
cel I's.

The District has operated the first comrercial fuel cel
inthe United States and has achi eved over 32,000 operating hours
since April 1992. These systens have now denonstrated reliability
above 99 percent in commercial applications, such as the Hyatt
Hot el and Kai ser Hospital in Southern California.

The Sout hern California Gas Conpany has recorded in
ef fect 177,000 hours of operation just as of |ast year using those
systens. So we think that it's nowtinme to build on that success
by ensuring a sustainable comrercialization of fuel cel
t echnol ogy.

As Comm ssi oner Rohy pointed out a recent fuel cel
synposium held at the District, fuel cells can provide nultiple
system benefits. These benefits include reduced | oads on | ong-

di stance transmi ssion |ines, accelerated service restoration and
network islands during prol onged outages, such as those seen
several tines |last year, and the provision of onsite,
interruptible power.

By giving significant incentives for the depl oynent of
fuel cells, California can retain and build on its | eadership as
the nost energy efficient state in the Union.

Qur fourth point 1'd like to address involves the use of
| abeling and certification. Geen technology certification
| abel i ng, based on em ssions and sustainability of a technol ogy,
can significantly enhance the marketing, the full value of clean
technol ogi es. dear, concise and neani ngful information on the
envi ronnental inpact of energy production needs to be provided as
directly to the consuner as possible.



In the highly conpetitive energy narket foreseen by AB
1890 there will be significant opportunities to market green
quality of service to energy consuners, both at the whol esal e and
retail level. Wile clean, renewabl e technol ogi es may have price
prem uns in certain market niches, such cost prem uns may be
of fset by the ability of users to market thenselves as an ultra
cl ean business enterprise. |In other words, green |abeling can
hel p enabl e a market for clean technol ogi es which have hi gher
costs but additional value to consuners.

Those added val ues include: Geater reliability,
enhanced energy diversity, onsite flexibility and green corporate
i mage bui |l di ng.

So the use of prom nent |abels and sinple, consistent and
rigorous criteria for ranking | ow em ssion and zero-emn ssion
technologies is therefore a high priority at the onset of an open
ener gy narket.

The District would be pleased to work cooperatively with
t he Commi ssion, Cal/EPA and all other organizations to devel op and
expedite the use of a uniformcertification and | abeling process.

So in concl usion the proposed policies being considered
today will have a profound effect on the near-term comercia
viability and long-termsustainability of clean, renewabl e energy
technol ogi es. Your policies will set the benchmark for national
policy. They will also have a direct inpact on the pace of energy
technol ogy i nnovation and thereby dictate to a |large extent the
rate of continued air quality progress in the South Coast Air
Basi n.

So the District comends the CEC for your diligence in
your approach of this issue and certainly appreciate the
opportunity and | ook forward to working with you. Thank you.

COMMISSIONER MOORE: Thank you very much. W'l | ook
forward to the South Coast's support in the Legislature. Thank
you very nuch

Crai g Ant hony, Departnent of Forestry.

MR. ANTHONY: Good afternoon, Comm ssioners. M nane's
Craig Anthony. |'m Deputy Director for Resource Managenent with



the California Departnment of Forestry and Fire Protection.

| appreciate the opportunity to address you today on this
very inportant issue. The Departnment has a strong interest in the
future of the biomass industry in nmany areas. The obvi ous and
nost often discussed is the inportance of the bionass industry as
a receiving point for wildland, forest fuels to reduce fire
danger.

Your Staff Reports have done an excellent job covering
the fire angle. However, 1'd like to expand the discussion to the
i nportance of the biomass industry to California' s forest health.
Many factors have resulted in fuel accunulations in our forests
and wildlands. They include passive cultural nethods, tax
restrictions prior to 1974 that often forced | andowners to harvest
heavi er than they woul d have ot herw se, and al so t he extended
ef fect of drought in the State of California.

CDF has several strategies to address these issues. They
i nclude tinber harvest regulatory reformand the Departnent's fire
pl anning effort. The biomass industry represents an extrenely
i mportant tool in addressing both fire and forest health
chal l enges in California.

It is critical that the biomass industry survives utility
restructuring efforts. Wile not qualified not to present
alternatives on how subsidies or cost offsets could be used to
guarantee the future of the biomass industry, | feel it's
i nportant to devel op any subsi dy based on public benefit.

These public benefits can include or do include
environnental benefits such as air quality, water quality, fire
hazard reduction, forest health issues and al so forest and
agricultural waste diversion fromlandfills.

Addi tional public benefit, of course, is the use of a
donestic energy source versus inported fossil fuels.

And third is the econom c devel opnent resulting fromjobs
in our local, rural and al so our urban areas of the state.

Bi onass subsi di es shoul d be weighed to yield the greatest
public benefit. For exanple, the CDF fire planning effort has a
G S systemthat identifies 16 different asset values in our forest



| ands. W classify these asset val ues as high, medium and | ow,
t hus nornmalizi ng the noneconom ¢ and economni c benefits.

The CDF G S systemis formatted to identify areas of high
fuel accunulations, allowing the identification of areas as
sources of biomass fuel yielding that results in high public
benefits.

Finally, the Departnent cannot address the fuel
accumul ation crisis in the state on our over 40 mllion acres
t hr ough our prescribed burning programthat treats only 40- to
60, 000 acres a year. The fuel accunulation problemin the State
of California nust be dealt with on a nuch |arger scale. W nust
continue to provide | andowners the tools to manage their land in
an environnental sound nethod, and that bionass nost certainly is
a fundanental key to that.

| appreciate the opportunity to make conments to you
t oday.

COMMISSIONER MOORE: M. Anthony, you' re aware that
there's been a dance around the issue of howto quantify and put a
val ue of one kind or another on the benefits, for instance, from
renovi ng slash fromthe forest areas --

MR. ANTHONY: Yes.

COMMISSIONER MOORE: -- and that bionmass that could
pose a fire hazard. Can | assune that your Departnent is
contributing to the Cal/EPA report on the basis of attenpting to
cone to sone of that quantification, to provide that?

MR. ANTHONY: You'll be receiving a letter fromthe
Director probably tonorrow in your office.

COMMISSIONER MOORE: So you folks are taking that task
on head-on?

MR. ANTHONY: Yes, sir.

COMMISSIONER MOORE: Thank you.

COMMISSIONER SHARPLESS: Could | just ask -- 1'mjust
not aware -- a clarification question. Wat is your revenue
source for fire prevention?

MR. ANTHONY: The fire protection revenue source for
the Departnent is approxinmately $300 mllion CGeneral Fund doll ars.



COMMISSIONER SHARPLESS: So it all comes from Ceneral
Fund?

MR. ANTHONY: That's correct.

COMMISSIONER SHARPLESS: Do you have any speci al
funds that feed into forest protection or reforestation?

MR. ANTHONY: The regul atory side of the Departnent,
the forest practice harvesting regulation is a special fund that
is fromreceipts off primarily Jackson State Forest tinber sales
i n Mendoci no County.

COMMISSIONER SHARPLESS: Have those revenues been
goi ng up or down?

MR. ANTHONY: Those revenues had continued to rise over
a period of time. And like many in the room probably understand
t he concept that when your revenue account seens to grow too
large, that there's a way for it to be drained. And the
government has figured out a way to drain our excess revenues, SO

COMMISSIONER MOORE: Still producing the sane nunber
of revenues, you're not capturing themin your own fund?

MR. ANTHONY: V' re nmaintaining our basic programl evel
and excess revenues find a higher and better use.

COMMISSIONER SHARPLESS: So you're saying you're --

[ Laught er. ]

COMMISSIONER SHARPLESS: So you're saying in
budgetary terns that your special funds are fungible?

MR. ANTHONY: Correct.

COMMISSIONER SHARPLESS: Ckay. Thank you

COMMISSIONER MOORE: Thank you.

M ke Stern.

MR. STERN: H. M nane is Mke Stern. | represent
the "National Coalition for Honesty in the Renewabl e Energy
I ndustry.” | actually just nade that up because --

[ Laught er. ]

MR. STERN: -- it seens like --

COMMISSIONER MOORE: VW haven't had an oxynoron all
norni ng, right?



MR. STERN: It seens |ike everybody el se has a
coalition of one sort or another.

Actually | don't have nmuch to say other than the fact
t hat because everyone seens to have somet hi ng agai nst your policy
Report, | guess it neans you're doing a good job because that
really shows that you' ve nmanaged to neld everyone's ideas and
desires as close as you possibly can. And | applaud you for the
effort |ike everyone el se has.

My concern, ny main focus is on energing technol ogi es.
want to make sure that no other attacks are nmade about the role of
ener gi ng technol ogi es or the val ue of energing technol ogies. And,
like you said, you don't want to hear inforercials about it.

But since there was an earlier attenpt to nove noney from
energing into new or existing, |'d just like to say | suggest
novi ng five percent or 10 percent fromnew into energing. That
just shoul d bal ance those two out nicely.

Al so when it cones to energing and specifically
photovoltaics | amof the school that really believes in the
i nportance of PV to the future of the state and the country as a
whole. So | would encourage you to accel erate the PV portion of
energi ng and the energing programin general ahead of the 1998
plan to start the process of determ ning howto spend those funds
and how best to utilize the plan. | would encourage you to
accelerate that up into this year, so that by 1998 a program for
PV, whatever it turns out to be, is ready to hit the ground
runni ng.

COMMISSIONER MOORE: Thank you. Appreciate your
comrent s.

Steven Greenwal d on the Oxbow i ssue.

MR. GREENWALD: Thank you. Good afternoon. | am here
on behal f of Oxbow Power Goup. W did submt comrents yesterday
afternoon. And let nme first say | guess the good news is |I'm not
going to ask you to reallocate any noney fromone fund to another.

The bad news is, and | think I"'mthe first person's who's
going to tell you, that 1've heard today, you have commtted an
egregious error. And the egregious error in ny opinion is that it



creates tremendous injustice. And I'mtalking about the
definition that you have divined for in-state generation.

The definition is at the bottom of page 42 and goes over
to the top of page 43. And what your definition has done is to
al nost purposely and singularly exclude a |ong, proud nenber of
the California renewabl e community fromparticipation in this
program And that is Oxbow Geothernmal. And let ne spend a little
bit about what Oxbow Geothermal is and what it isn't.

What it is not, it's not a wwnd farmin Kansas; it's not
atire burner in Arizona, that have all of their qualifying
facilities in that state and then bring their power into the State
of California through utility-owned FERC-regul ated transm ssion
lines. That is not Oxbow Ceot hermnal .

What Oxbow CGeothermal is is an integrated facility with
yes, generation facilities in the state of Nevada, but a
transmssion line into the California. The critical fact is that
the FERC has said all of those facilities are a qualifying
facility under FERC s rul es.

FERC has said, in effect, that the transm ssion
facilities are an integral and necessary conponent of the
renewabl e resource, the renewabl e resource project. FERC doesn't
differentiate between generation transnmssion. You're a
qualifying facility or you' re not.

And, inportantly, all the power on that transm ssion |ine
i s renewabl e resource power. There's no conm ngling as would be
the case if you were on a utility comon carrier |ine.

How do we get to the fact that your definition excludes
Oxbow CGeothernmal ? If you | ook at page 42 at the bottom you start
out and you say, "'In-state' is defined as physically |ocated
within the State of California.” That doesn't create a problem

You go over to the top of the next page and we have a
sentence or part of a sentence, "in-state operation and
devel opnent of existing and new and energi ng renewabl e resource
technologies.” And fromthat group of words you glean three
words: Qperation of technologies. And fromthose three words,
you cone out and say those three words "woul d appear to indicate"



-- "woul d appear to indicate that" having generation facilities is

an absolute -- is that the Legislature intended absol utely,
definitively to make generation facilities within the state an
absolute criteria. | don't think that's a fair reading. 1| don't

think that's what the Legislature intended.

| understand where you're comng from You're afraid
we're going to open a Pandora's Box and we are going to let the
Kansas wind farmor the Arizona tire burner in. And then your
| ast sentence on the top of paragraph 43 [sic] suggests that.

You say if we open it up to anybody who bring power in
the state with transm ssion lines, we're going to have this
conmngling. W' re going to have renewabl e and nonrenewabl e power
comng in. W're not going to be able to account for it. That's
not a problemin this instance.

The only power that comes in on that transmssion line is
renewabl e resource power. And the FERC said in their order that
if any power that's not renewable fromthat QF cones into the
state, the world changes. That transm ssion |line ceases to be a
qualifying facility transmssion line. It becomes a utility
transm ssion |ine which nmust be regul at ed.

Besi des the fact, in ny opinion, you don't have support
by the Legislature, and also | think your |egitimte concerns,
that is Pandora's Box, are not raised by Oxbow, | think are two
very, very inportant facts here.

One, we pay taxes in the State of California because we
are physically located here. | just have a hard tine reconciling
the fact that if the California taxing authorities say we are in-
state in taxes for our property, that this Conmm ssion would say
we're not.

But even nore inportantly, this Conmm ssion, this
Conmi ssion, in ny understandi ng, has al ways consi dered Oxbow
Geot hermal as part of the California renewable industry. And |et
me call your attention to Figure 1-1 and 1-2, which was addressed
this nmorning. That says, and that's page 4, "California' s In-

St ate Renewabl e Capacity, 1996." To go back to the prior page, it
explains. Wat this talks about is the history and status of



California' s renewabl e i ndustry.

The first sentence at the bottom of page 3 says, "Over
t he past decade and a half, California has devel oped the | argest
and nost diverse renewabl e generation industry in the world."
That's a correct statement. Oxbow Geot hernmal has been a part of
t hat .

To go down to the |ast sentence in that page, it says,

"Figures 1-1 and 1-2 show the... capacity... and generation... of
t he technol ogi es conprising the California renewabl e power
i ndustry. "

You go over to Figure 1-1, again at the title,
"California In-State Renewabl e Capacity,” it has a figure, QF
Geot hermal , 885 negawatts.

W asked your Staff yesterday, "Does that figure include
Oxbow Ceot her nmal ?"

They cane back. They said, "W think it does, but we
need to confirmthat.” They cane back and confirned it. And I
suggest to you that Staff's inclusion of Oxbow Geothermal in this
chart as a true nenber of the California renewabl e i ndustry was
not an oversight. It wasn't sonme mstake. It is the way
everybody in this state, this Conm ssion, the PUC, the Legislature
has al ways | ooked at this facility.

| think it'd be grossly unfair and inequitable for you
now to say, after you have -- you have properly included us for
all the good things we bring to California as part of California
-- for now you to say, "You' re no longer part of the California
conmunity. "

Let me conclude by two quick points. One is that, in ny
opi ni on, FERC has exclusive jurisdiction as to whether or not what
is a @ facility. FERC has decided we have QF facilities in
California and in the state of Nevada. And | read the I EP case in
the NNnth CGrcuit as saying you nust defer to them

But et ne just say one thing. M first choice would be
obvi ously that you accept, as we've proposed -- and no one has
proposed -- the concept if FERC certifies you as having QF
facilities in California that you are eligible, and just eligible,



not -- we just want to cone in, have the opportunity to
partici pate and show what we can do relative to everybody el se.

But if you can't get there, you can't get there, | would
urge you, at a mninum to renove the portion where you say we're
out and at | east raise the question to the Legislature, and say,
"What do we do? This one's a little bit different,” so that when
we go to the Legislature, we'll at |east have an even-handed
opportunity, as opposed to what you' re now doi ng.

You're, in effect, telling the Legislature that you have
made a decision to keep us out. And | would urge you at a m ni num
to at least go back to the Legislature with a question.

Thank you.

COMMISSIONER MOORE: Thank you, M. Geenwald

And may | ask a favor of you? Wuld you fax over from
your office before tonorrow a copy of the FERC order on the QF
status --

MR. GREENWALD: Actually I --

COMMISSIONER MOORE: -- or if you have a copy now,
woul d you drop it off with our Staff?

MR. GREENWALD: Yes, | have it.

COMMISSIONER MOORE: W were discussing that this
norning and would like to see it. Thank you.

And at the risk of restating the obvious, | think the
di sconfiture that M. Geenwal d suffered by having soneone's cell
phone go of f, think about your social etiquette here. That's not
very nice. So if you come in these chanbers, would you pl ease
switch your phones to off or your pagers, et cetera. He, nor
anyone el se, deserves that sort of treatnent. Thank you.

Mar wan.

MR. MASRI: | have a quick question, M. Geenwald, if
| may?

COMMISSIONER MOORE: M. Geenwal d, please.

MR. GREENWALD: Yes.

MR. MASRI: Does Oxbow pay property tax on the plant to
the California or only on the transmssion line to California?

MR. GREENWALD: What Oxbow pays property taxes on are



those facilities physically located -- and | believe there are two
Cal i fornia counties.
MR. MASRI: Not on the portion that's |l ocated in

Nevada?
MR. GREENWALD: Property taxes are based on --
COMMISSIONER MOORE: On the physical plant?
COMMISSIONER SHARPLESS: On the property within the
state.

MR. GREENWALD: That's correct

My understanding is that we do pay an increnentally nore
portion of income taxes to the State of California because the
State of California recognizes that the industry that owns the
generating facility has sone physical facilities within the state.
So that that's -- you get an incone tax, a slight income tax
conponent also. But the main thing is property taxes, yes.

COMMISSIONER SHARPLESS: Do you know if there are --
| don't know why you would, but 1'Il ask the question in case you
do -- do you know if there are any other facilities in the same
situation as you?

MR. GREENWALD: To the best of ny know edge, there are
none. And you will see, when you read the FERC decision, it goes
back five or six years, it was not a clean-cut decision. The FERC
grappled with it as to what to do with this facility, which
suggests to you that it's a very unique situation. So | think
that we're not openi ng Pandora's Box.

I know no one here, ny understanding is, in this
proceedi ng has conme forward and said they fit our situation.

| also -- the other thing is the real people, the people
who we' d be conpeting with for funds, none of them have cone
forward, it is ny understandi ng, and say, "Oxbow, you shouldn't be
allowed to participate because you' re taking" -- "there will be
you and others com ng in behind you."

Sol nean | can't tell you a hundred percent, but ny best
and informed judgrment is that there is no one else in our
si tuati on.

And | et me say one other thing. W have two geot her nal



facilities in Nevada, one which is nore traditional situation
That is, it does not have transmi ssion lines as part of the
geothernmal facility. W are not asking for that to be included.
W think that's a different situation. W think what nakes this
truly a California facility is the fact that FERC has said it is
part of the renewabl e resource. You can't have the renewabl e
resource without the transmssion lines taking it to the custormer.

COMMISSIONER MOORE: Thank you.

MR. GREENWALD: Thank you

COMMISSIONER MOORE: Appreciate it very much.

Ken W senan.

MR. WISEMAN: ' m Ken Wsenan, representing Consumer's
Uility Advisors. As you may recall, we're located in the
Sout hern San Joaquin Vall ey and have becone involved in this
process to keep viable the option of burning ag wastes in a
bi omass facility as opposed to current open field burning
practi ces.

Qur concept has been that if growers cooperate together,
t hey can become both a generator of biomass energy and a direct
access consuner. W are very pleased with the flexibility that we
see in your Draft, as the econom cs of our proposal wll be best
served by being able to choose between either the Existing
Technol ogi es or New Technol ogi es Accounts as well as being able to
participate in the Custoner Credit Sub-Account.

Qur growers only want to get together if it can be done
conpetitively and if it can be done for the long-term Your
stated target prices and caps give certainty to our analysis, and
we are nost appreciative of your efforts to make sure that our
concept is a given chance to prove its viability.

W' ve been encouraged by the positive initial response we
have received by both the investor-owned utilities in our area.
And we | ook forward to working with the Energy Comm ssion in what
we believe can be a win-win situation,.

Thank you.

COMMISSIONER MOORE: Thank you.

Laura Scher.



No, I'mnot going to ask you to take them back with you
but | should point out that we were inpressed with the vol une t hat
you generated. And you certainly nmade an inpact. | want to
conmend you for the effort that you went to to release ny nane to
everyone on your list and Wrld Wde Wb, but we were inpressed.

So you gave us an additional weapon to use at the
Legi slature to show the strength of interest in this and also to

suggest the role of aggregators in the future. So for that, |I'm
appreciative. | knowthe Staff is alittle overwhelmed by -- |
haven't gotten these.

MS. SCHER: Vel |, thank you. | guess | might say |I'm

t he i nfanous Laura Scher, a CEO of Wrking Assets. And ny nother
woul d have nade ne apol ogi ze for all the extra work that we've
given you. But | guess | can't because | feel like we finally
have the California citizens here in the roomexpressing their

opi nion, which is clearly that they are very interested in buying
renewabl e power.

So instead of apol ogizing, | congratulate the Wrking
Assets' customers on once again naking their voices heard. And
do |l ook forward to working with you to make sure that this doesn't
put too big a burden on the Staff in comunicating with all those
peopl e what your policies are going to be.

And just so everyone understands, all that we did was
make it easy for our customers to express their opinions. This is
sort of a hallmark of our phone service. W didn't wite those
letters for them we just asked themif they wanted to speak out.

In addition, we were clear that we intended to enter this
industry if it's structured correctly. But I'mstill shocked by
how many postcards and |l etters you' ve received, since you had over
13,000 this nmorning and there's a new tray on top of that.

COMMISSIONER MOORE: Ni ne hundred and sixty nore as of
t hi s nor ni ng.

MS. SCHER: So it's clearly an outcry fromthe
California custoners. And it's really solid evidence of the
consuner demand and shoul d hel p get this through the |egislation.

| also want to thank you for allowi ng me, Wrking Assets,



and the California citizens to participate in this process. W
believe that we're at a crossroads wi th your reconmendati ons.

One path will lead to a thriving renewabl e i ndustry
conti nuing way past 2002. The other will assure that the
renewabl e i ndustry di es once the subsidies are used up, that the
industrial users will choose price over any other consideration
and that the residential customers will buy their generation from
the utilities who will have beconme basically unregul at ed
nonopol i es on the generation side.

As we stated before, the only way to go down the first
path and to ensure this thriving renewabl e industry is to use the
noney from AB 1890 to build a thriving consuner renewabl es market.

And the only way to build that is through allocating as
much as noney as possible for rebates for residential custoners
and to nake those anmounts fixed and reservable. Anything |ess
doesn't lead to a thriving renewable nmarket. 1t's clear that only
the residential custonmers will pay nore in the long-term

| speak as someone who has extensive experience marketing
to environnmental |y conscious custoners. Wrking Assets has been
doing this for eleven and a half years in both credit cards and
tel ecom and as an environnmental consuner who wants to buy
renewabl e power starting on 1-1-98, as do all those people right
there, and available well after 2002.

The way the incentives are proposed to be all ocated, on
page 34 of your Report, nakes it inpossible to optimze their
value and will nake the custoner incentives usel ess, defeating the
intent of the $540 m | i on.

To get our residential custonmers to leave the utilities,
we need to have a fewthings. One is in the hands of the CPUC
And at |east the adm nistrative | aw judge has recomended full
unbundl ing of the revenue cycle for residential as well as
conmerci al custoners. And while at Tuesday's hearing Senat or
Peace disagreed with the residential unbundling, he did appear
quite supportive of it for renewabl e customers. And we appreciate
your support, the Energy Comm ssion, of residential aggregation.

The second is that we need to offer the custoner a



certain, fixed price. W can't offer thema variable price and we
certainly can't offer thema price after the nonth in which they
buy the power. So this price may periodically change. So the
custoners need to be inforned of that change in advance, not in
arrears. Thus our costs need to be certain.

The proposed al |l ocati on met hod has absol utely no cost
certainty built in. Building a consuner market will require
significant resources. W and other narketers are fully prepared
to make that investment in the future of California s environnment
and to deliver over one mllion custoners willing to buy and
desi rous of buyi ng renewabl e power.

To do this we nmust have a certain business plan where we
can predict our costs in advance. W therefore continue to
require an allocation nethod that is reservable and fixed on a
first-come, first-served basis as proposed in our January 22nd
filing.

Under the phase-in provisions of your proposal, we woul d
support an allocation this fall, which would reserve funds through
the entire period and then additional allocations under the sane
mechani sm each year as additional funds were added.

W woul d not support requiring the reapplication to serve
the custoners already signed up. But we do see that there will be
new noney added each year, and that that way we can address sone
of the concerns of other people in having an annual, new anmount of
noney assi gned and having a new reservation peri od.

In addition, we do ask that if others don't use their
allocation, we'd like the rollover funds to go to custoner
incentives for the residential marketpl ace.

| appreciate your hearing our coments.

COMMISSIONER MOORE: Thank you very nuch. W
appreci ate your efforts, all of them

MS. SCHER: Thank you.

COMMISSIONER MOORE: Thanks.

Al right. Marianne Walpert. | apologize if |I'm
m spronounci ng that.

MS. WALPERT: Thank you. No, your pronunciation was



fine.

Mari anne Wal pert fromPacific Solar. | amone of nany
smal | busi nesses throughout the State of California which is
working to pronote and install photovoltaic systens. And ny
position, as a famliar position of the photovoltaic industry, is
going to be that the emergi ng technol ogy allocation should be
noved back to the 20 percent reconmended by the CEC Staff and that
this nmoney shoul d cone out of the new and energi ng all ocati ons.

W' ve heard a lot fromthe | arge busi nesses, operating
many negawatts of existing generation. And, in particular, I'd
like to respond to M. Kelly's comrent that PV is not conpelled to
get as cost conpetitive as possible. And | believe that's very
definitely not so, and that the proposal put forward by the PV
industry in general lays out a very definite plan of how the funds
woul d be used. And that $96 mllion would enable us to get to the
poi nt of cost of systens currently to sonething that woul d be
truly comercial i zabl e.

And | think the SMJD program very definitely denonstrates
t he cost reduction process, as the nunber of systens purchased has
i ncreased.

One general comment | wanted to nake is that listening to
reviews of restructuring throughout the state, |I'minpressed by
the general notion that |arge businesses are benefitting and that
the residential custonmers are, in general, not going to benefit --
although I aminpressed with the Wrking Assets' plan, that's
certainly a good plan -- but with the enmerging technol ogies in
particular, the participation in the photovoltaics programwthin
the emergi ng technol ogies, it would give ratepayers, taxpayers and
voters throughout the state an opportunity to very directly
participate in the restructuring programand to purchase their own
PV-generation systens, which would contribute to truly clean
renewabl e generation and di stributed generation throughout the
state.

That's all. Thank you very much.

COMMISSIONER MOORE: Thank you very nuch.

Larry Slom nski. Again, | hope |I'm not m spronouncing.



MR. SLOMINSKI: Thank you very nmuch. | am a business
manager for the utility and building integrated photovoltaic
products that our conmpany manufactures. |'mfrom San Diego. CQur
conpany's headquartered in Mchigan. W have a sal es and
distribution office in San Diego. W have six or eight enpl oyees
down there. And we al so have a Mechiliadoro [phonetic] plant in
Mexi co.

I"mhere to voice ny support for the photovoltaic

i ndustry's proposal that was submtted. | think it is on target
internms of identifying where the market is.

And until | had really fully read through the |ast few
pages that really are comenting about -- in your Report here --

and providing a little bit nmore background on the justification
for emergi ng technol ogi es and how that woul d be handl ed for the
solicitation process of RFPs, | didn't think that the body here
really understood the nmarkets that we are nost conpetitive in now
and which are nost near-termcomercial. And it very nuch is a
di stributed generation market at the consuner |evel for comercia
or residential applications.

| brought with us one of our products, which is the
envi ronnental product of the year by Popular Science magazi ne.
It's a nail-on solar electric shingle. W definitely are
introducing it into the narket this year, UL rated, and ready to
offer to consuners at the residential and conmercial |evel. That
is the distributed source we're tal king about.

And it was very confusing to me on page 17 the
descriptions of a project basis. Wnning projects would be
awarded by certain funding at the end of the year.

That is nore detailed, explained in nore detail in the
back few pages. So | think now that you, as a group, understand
the issues involved and the different kinds of markets that the
di fferent technologies represent. But | don't understand and
woul d |i ke encourage you to nove ahead quickly with the proposa
as put forth by the PV industry. And | don't see the need
necessarily to delay the inplenentation of that proposal, because
| think it is the sane proposal that would be submtted a year



from now.

W' ve worked very hard on that proposal to be submtted.
And | think it's not necessary to delay it, at the risk of not
capturing conpanies |ike ourselves and other industries com ng
into the state to capitalize on this market. It is noving very
qui ckly. Europe and Japan are way ahead of us in the U S And at
this time it's very crucial that the State of California step
forward

W have a very well prepared plan. And | think it needs
to be inplenmented as soon as possible. Qhers in this group wll
argue for different funding levels. | just see the need to
educate the market and enter it as fast as possible. And a year
or two of delay, as reconmended in here, may be nore a matter of
confort anong the authors of this with what this technol ogy is and
how it's applied than anything el se.

And 1'd like to have you reconsi der that issue of
i npl enenting that programas fast as possible. That's all | have
to say. Thank you very much

COMMISSIONER MOORE: Thank you very nuch. Appreciate
your conments.

M. Wenger.

MR. WENGER: H. Howard Wenger with the Photovoltaics
Coalition, as it were. You ve heard fromvarious people that are
part of the Coalition.

| want to say that -- | want to start out on a positive
note and then quickly regress to a very negative note. W're very
pl eased with the recognition that an upfront, nulti-year
allocation is required for comrercializing a technology. And
that's reflected in the Conmttee Report, and we're very happy
with that change fromthe Staff Report.

W' re also very pleased with the recognition that narket-
based mechani sns are crucial for inplenenting this technol ogy.

And that's reflected in the report.

What we're very unhappy with -- and that's putting it
mldly -- is the reduction of the energing allocation fromthe
Staff expert recommendation of 20 percent to a 10-percent



al l ocation, as you mght inagine.

| have spoken with various people about this that are
part of our group and outside of the group, very stakehol ders, and
sort of the common response is, "Ceez, you guys really got
shafted. "

But it's not us that are getting shafted, it's really the
consuner that wants to put PV on their rooftop. It's the
environnent. |It's the jobs that won't occur if this allocation
remains at the level that it's at right now.

| have just two viewgraphs, if you'll indulge ne, to
illustrate this point.

COMMISSIONER MOORE: This may be a little tough. 1'm
not sure that we're prepared to do those. Do you have thenf

[ Pause to set up viewgraph.]

MR. WENGER: These bars represent our multi-year
programthat we submitted in Novenber to you. The dark colored-in
portions of this multi-year programis what will occur with the
present |evel of funding. And this is assum ng that we get the
majority of the funds of the 10 percent, which |I'm somewhat
dubi ous about when | start hearing about fuel cells and m crohydro
and even wi nd, solar dish, solar tower, biogas, as possible
ener gi ng technol ogi es and conpetitors for the funds.

I"mconfident we'll do very well in the solicitation,
because | think we have the nbst prom sing energing technol ogy.

The bottomline is that 10 percent is just not going to
do it. There's no funding for the growth and transition phases of
our program And what you'll get is perhaps 10 to 15 negawatts of
PV, which is inpressive, but you' re not going to fully devel op the
technol ogi es and transition it to sustainability. You're sinply
pulling the plug in the initial portion of the program and not
funding the critical growh and transition phases that we need to
get this thing to sustainability.

COMMISSIONER SHARPLESS: Do your charts take into
consi deration any of the SMJD noney or other noney that m ght be
com ng fromother sources, or is this just |ooking at the 1890
noney?



MR. WENGER: This is | ooking at the 1890 noney.

COMMISSIONER SHARPLESS: So if we were to see ot her
funding comng in, --

MR. WENGER: What funds --

COMMISSIONER SHARPLESS: -- that picture would | ook
sonewhat differently?

MR. WENGER: Certainly. What funds are you referring
to?

COMMISSIONER SHARPLESS: Vell, we heard from SMJD
t hi s nor ni ng.

MR. WENGER: Wll, that's funds that they will use for
their own purposes. They won't be part of this program which is
truly a customer-oriented program - -

COMMISSIONER SHARPLESS: And it wouldn't help this
programat all?

MR. WENGER: It would, but in a tangential way because
the funds that they use is for utility. They own the photovoltaic
syst ens.

What we're trying to create is a market-based program
that will be truly conpetitive anongst all vendors. Wereas SMJD
goes out and has rel ationships with vendors and, in fact, they're
establishing longer-termrel ationships to procure five and 10
megawatts of PV. So | think it will help but not in a direct
sense.

COMMISSIONER SHARPLESS: And you don't see any ot her
funding probates as a result of the State of California putting in
a certain amount of funding on PV. You don't see that this woul d
| everage any ot her funding possibilities?

MR. WENGER: Not any nore than any other technol ogy
that's before you

COMMISSIONER SHARPLESS: Vel 1, that's good news,
because that probably neans yes, you do.

MR. WENGER: kay. Geat. Double thunbs up.

W' re not counting on it, but certainly we would wel cone
it. And it's crucial, especially considering the | evel of funding
that you' ve allocated at this point. That's the harsh reality.



COMMISSIONER MOORE: Let's see your second --

COMMISSIONER SHARPLESS: Yes.

COMMISSIONER MOORE: -- table, chart.

MR. WENGER: kay. The second slide is just sort of a
view of what the future of renewabl e energy resources are for
California. This is taken directly froma report published by the
CEC in 1991 that shows that of the total potential for renewables
in California, solar technologies clearly dom nate the picture by
a five-to-one ratio. Five-to-one over all of the technol ogies
conbi ned.

The nessage -- whereas the funding is the reverse
situation through 1890. | guess the nessage | just want to convey
is -- and you've heard it -- is that PVis unique. |It's perhaps

the only and best renewabl e energy technol ogy for self-generation
or distributed generation. GCeothernmal's not going to give you
self-gen or distributed gen. Biomass is not going to give it to
you. Wnd can't give it to you

I want to conclude by urging the Comm ssioners to do the
right thing, to nake an investnent and | eave a | egacy that you'l
be proud of. And we urge you to increase the allocation to the 18
percent that we requested for PV.

W believe that there's two areas that those funds could
be taken or shifted without unduly inpacting these two areas. The
first area is in the new technol ogy area. Seven percent of the
funds fromthe Staff Report -- the new technol ogy area got a
seven-percent increase, absolute increase fromthe Staff to the
Conmittee Report.

Looki ng at just sort of back-of-the-envel ope
calculations, if you take the 1-to-1.5-cent-per-kilowatt hour
i ncentive, you're tal king about 3- to 450 nmegawatts of new
renewabl es that woul d be funded through that 30-percent
al | ocati on.

Frankly, with the constraints that you' ve inposed, nanely
t hat the new renewabl es have to be out of their SO4 contracts and
only 25 percent of the funds can go to any one entity, we don't
see where there's no renewabl es are goi ng to happen.



So we woul d suggest that you shift five percent, say,
five of the seven over to enmerging fromthat account.

Anot her account is the Tier Il Existing Account. In
your Report in the Appendi x you state for all these technol ogies,
geothermal and |andfill gas and bi ogas or municipal solid waste,
that they' re cost-effective, generally cost-effective, and don't
require additional subsidy. That they're already there. This is
your |anguage in the Report.

Therefore, we ask ourselves: Wll, why are they getting
a full five-percent allocation, which is half of what you've
allocated for energing if they're already there? This is another
account that we think funds can be shifted.

Again, we're urging you to do the right thing. W
appreci ate being a part of this process and your hearing us out.

COMMISSIONER MOORE: Thank you very nuch.

MR. WENGER: Thank you

COMMISSIONER MOORE: M. Sower.

MR. SOWTER: Cood afternoon. Conm ssioners Sharpl ess
and Moore, I"'mRi chard Sower. | head BP Solar in the USA. | am
appearing before the Commttee today to speak in support of AB
1890 fundi ng for emergi ng photovoltaic technol ogi es, which we
believe will have significant inportance for California s future
el ectrical energy security and its econom c well -being.

The opportunity for photovoltaic as an energing
technology is as a distributed power systemand not as a
centralized power plant. The cost-effectiveness or
conpetitiveness is seen nuch earlier than with other technol ogi es
because the selling price is at the retail level, not at the
basel oad generating price.

Sol ar PV has distributed benefits. Solar, with the
support of the G eenback Program can be conpetitive with the
price of electricity today. But in the future it has the capacity
to al so get down to basel oad generating pricing. Hence, solar PV
has a sustainable future.

PV is nodular, small or large, and solar is reliable.
Distributed power is reliable. You could even say it is



constitutional.

Lower prices for solar PV systens derive from high-
vol une, | ow cost production. It is private investnments that wll
build these plants as a result of denonstrated market demand. The
G eenback Programstinul ates the market to invest. Lower costs
cone from | ower production costs. Large projects for centralized
power could give |lower prices today for solar PV. But the rea
val ue of solar PV are: One, it is nmodular; two, it has
distributed benefit; and, three, it is reliable.

It nmakes the best econom c sense to put these benefits to
good use.

The Greenback Programis designed to stinulate the
mar ket. People need to beconme aware of the benefits. 1In
restructuring of the utility industry, |ower power costs will rely
heavily on power being w el ded through the existing power system
Restructuring will rely very heavily on these distribution

networks. Their reliability is still to be tested as is their
capacity in a restructured narket.

Nevertheless, limts in this capacity of distribution
will increase pricing in some cases. This is basic supply-denand

econom cs. Big custoners could |ock up the supply or the capacity
of the distribution system Small donestic users may be
constrained by the distribution system and they nay well have to
pay hi gher prices.

Solar PV is a sustainable business, and it has no penalty
to the added benefit of being distributed. AB 1890 can nake PV
conpetitive today.

The evi dence of the Gernan, Japanese prograns is that a
wel | structured program does stimulate demand. This, in turn
will stinmulate private sector investnent in supply capacity. The
| everage that these market prograns gives is substantial. For
every dollar spent from AB 1890 Energi ng Technol ogi es Fund, it
will yield many nore dollars in inward investnent and jobs.

This private investnment in California will be significant
if it is market lead. Nevertheless, there is a critical mass of
mar ket potential that would stinmulate this investnent. AB 1890



can hel p achieve this.

The G eenback Program of around $100 million in market-
based mechani sns sows the seeds for investnment, for jobs, for
| eadership, for distribution power and for reliable power in
California. Less noney for the programwould still work, but
California may see its early | eadership erode as other states seek
to attract high-technol ogy manufacturing busi nesses to their own
st at es.

That solar PV is a sustainable business is borne out by
t he business that thrives today all over the world w thout
subsidiaries. The reason is because electricity has added val ue
when it is distributed. Ask a telecons conpany what val ue they
place for electricity on top of a nmountain or an Indian village on
t he val ue of solar-powered lighting. Load-generating capacity is

a coomodity and is priced as such. It only has value once it has
been di stri but ed.
Solar PV is distributed. It has value and the business

is sustainable and the energy is renewable. AB 1890 will nake
California attractive to private investnment. Mke the dollars of
AB 1890 work. Make them generate jobs. Make them generate
electricity for you and at hones throughout California.

BP Sol ar believes that the allocation for Emerging
Technol ogy can be wi sely spent and will pay big dividends for the
State of California and its citizens. Because energing
technol ogies and PV, in particular, has unlimted potential, we
respectfully request that the funding be increased above the
current 10-percent allocation.

Thank you.

COMMISSIONER MOORE: Thank you.

M chael Eckhart.

MR. ECKHART: Thank you very nuch for the opportunity
to speak. M nanme is Mke Eckhart. 1'mfromWshington, D.C,
and |'ve come here specifically just for this brief set of
comrent s.

I"mworking with a group of people from Europe and
California on the devel opnment of a gl obal solar bank. And we w sh



to bring that here to California with your support through AB
1890.

| also stand to speak on behalf of the original PV
proposal , which we woul d support, to have 20 percent of AB 1890
funds go to the energi ng category, including PV.

In doing this work on a gl obal solar bank, we've recently
toured the entire PV industry worldw de, including Europe, the
U.S. and Japan. And we found that there is a worldw de belief in
the need to establish permanent nmechani sns to support this
i nportant technol ogy, over the tenporary three- and four-year
speci al prograns.

There's four things needed to make photovoltaics
successful anyplace in the world: The technol ogi es has to be
avai |l abl e; the manufacturing has to be there at full scale; the
distribution and service network has to be in place; and there
nmust be end-user financing the people to buy this technol ogy.

What we are working on preparing is the end-user
financing. Now it's inmportant also to recogni ze that PV, along
with other renewabl es, is a public-sector pronoted, private-sector
delivered solution. And therefore any financing solution we
devel op, by its nature, nust be a conbined effort of the public
and the private sectors.

W're here to urge the allocation of a portion of the AB
1890 funds to the creation of a financial guaranty fund, which
woul d | everage private sector dollars towards the financing of
solar PV, specifically that the state would establish a trust

fund, call it the "Solar Electricity Financing Trust Fund," into
whi ch you woul d deposit -- we are requesting five percent of AB
1890 funds.

This trust fund woul d i ssue a guaranty to a private-
sector institution that woul d assenbl e and nobilize and distribute
financing funds as a secondary |ender to the | enders within the
State of California for their use in the financing of solar
install ations.

This is a secondary market function very simlar to what
we have at the national l|evel in the housing nmarket through Fannie



Mae, Freddi e Mac and Jennie Mae; through the student |oan narket
through Sallie Mae; and for agriculture financing through Farmer
Mac. These are governnent-sponsored enterprises that have been
shown to work sustai ned over the | ong-termwhere the public sector
credit worthiness is brought to bear to create the flow of private
sector funds that are unlimted. And this is the key for this
proposal : That a fixed amount of guaranteed funding by the state
can create an unlimted flow of funds to your intended market.

Specifically we're asking for five percent of the funds.
Thi s suggests that the 10 percent that you' ve allocated to the
energing category is sinply insufficient to support all the
ener gi ng technol ogi es and PV with as nany strategies, including
t he Greenback Program which we support.

Now a guaranteed fund of 25- to $30 million, we believe,
would result in the leveraging of 100 mllion to 200 mllion of
total capital for the financing of solar PV. So by your astute
use of these funds, not just the philosophical allocation of
anmounts, but your directing of the funds to specific strategies
within AB 1890, you can |everage trenendous anounts of ot her
funds, in this case, private-sector funds to flow for the
financing of this market.

Now t he benefits of this plan are, first, it's narket
oriented and it's market driven. It allows the market to function
with a mninmumof regulatory oversight. 1[It is not a subsidiary
program And you woul d be creating a pernmanent mechani smt hat
woul d live well beyond the transition period, adding really a
per manent addition to the renewabl e energy infrastructure of the
State of California.

W al so believe, on our review of the various prograns,
that this would be the only financi ng mechani smthat the
Conmi ssion woul d be recommending to the Legislature. O all of
the prograns within AB 1890, this appears to be the only one.

And, of course, AB 1890 points specifically to the desire to have
mar ket - dri ven financi ng nechanisns in place.

I will close by supporting what others have said, that in
our worl dwi de review of the PV industry we've learned that as far



as away as China, India, South Africa, everywhere, the provision
of mechani sns for end-user financing is believed to be the key to
unl ocki ng the markets for PV everywhere.

And, lastly, you need to recognize and appreciate that
California is the center of excellence in the entire PV industry
wor | dwi de. The Japanese this year and next year are conpeting
with you in attenpting to take that |eadership away. And through
AB 1890 we believe you will not only be supporting the markets and
the end users of renewabl e energy but you will be further
rei nforcing your state | eadership in the photovoltaics industry.

Thank you very nuch

COMMISSIONER MOORE: Thank you.

Les Nel son.

MR. L. NELSON: Cood afternoon, Conm ssioners. M
nane is Les Nelson. |'mhere today representing the California
Sol ar Energy Industry Association, which represents a nunber of
young, tasty nmenbers of the renewabl es industry.

As you can probably guess, Cal SEIA is very, very
concerned with the 50-percent reduction that is proposed for
ener gi ng technol ogi es on a percentage basis, nuch |arger than any
ot her technology in this nost recent Draft.

And wi t hout repeating ny predecessors on this point, we
do strongly advocate increasing the energing funds fromthe
existing category, as it appears that there may be a possibility
that the allocation and use of the new category will not be fully
subscri bed and nay becone avail able for that reason.

On another point, | have to once again reiterate Ca
SEI A's strong di sagreenent with any inference that the AB 1890
| egi sl ation has any reference to intent regarding allocation for
ener gi ng technol ogi es.

Twi ce now you' ve been rem nded that the Legislature,
although it did not speak in the formof the |egislation, intended
that the enmerging technol ogi es be funded at a level in the
nei ghbor hood of five percent, and this is just not so. It's not
inthe legislation. And hopefully you'll disregard any such
assertion.



Two nore points. One, Cal SEIA believes that the five-
year warranty provision that is being reconmended for any energing
t echnol ogi es be al so extended to any new technol ogi es, any new
plants. There's no reason why only emnerging technol ogi es woul d
need to conply with a five-year warranty provision.

Finally, Cal SEIA agrees with M. H nrichs' suggestion
and assertion that power generated fromrenewabl e sources in the
State of California should al so be able to be sold and transported
outside the State of California. The |egislation appears to be
silent on that point. It nerely states that the plant nust
operate and be located in the state.

Those are ny conmments for today. Thank you very nuch.

COMMISSIONER MOORE: Thank you.

COMMISSIONER SHARPLESS: M. Nelson, could | ask you
sone questions? You have sone | egislation noving through the
Legislature --

MR. L. NELSON: Yes.

COMMISSIONER SHARPLESS: -- that has a tax credit?

MR. L. NELSON: Yes.

COMMISSIONER SHARPLESS: It now has been anended to
draw its funding fromthe $540 mllion?

MR. L. NELSON: It's actually not been anmended at this

poi nt .

COMMISSIONER MOORE: Real | y.

MR. L. NELSON: To ny knowl edge it has not been
anended, although that --

COMMISSIONER SHARPLESS: Is it your organization's
position that that's the way the | egislation should be funded
[sic]?

MR. L. NELSON: Qur organi zation really takes
direction fromthe author of this legislation. And while it -- ny
position would be that we woul d probably go whi chever way Senat or
Peace, who is the author of the |egislation, decided he'd prefer
to go on this.

COMMISSIONER SHARPLESS: Cki e-doki e.  Thanks.

COMMISSIONER MOORE: Thank you.



M. MMnnes, did | pronounce that right? |'m--
MR. McMANNES: Yes.

COMMISSIONER MOORE: -- going to apol ogi ze i n advance,
because | couldn't read your witing.
MR. McMANNES: No one el se can either. | want to

state that Bill Carlson's --

COMMISSIONER MOORE: Wait, let me get your nane for
the --

MR. McMANNES: Ch, I'msorry. Yes. Tandy McMannes
| represent the solar thermal projects, the SEGS 1 through 9
Proj ect s.

This nmorning Bill Carlson had represented the interests
of the Coalition. And | want to state that we do support the
conments made this nmorning by Bill Carlson and al so Steven Kelly;

just to nake a clarification that he did speak on behal f of all of
us.

But there was one point that I wanted to nmake that
concerns nme. Last night | did some of the econom cs on the
proposal that has been put forth. And where |I'm not personally
here asking for nore noney, even though, like | say, | support the
conments of the Coalition, | really amtrying to keep the noney
that you' ve already allocated to us.

Qur position is that the -- and what |'mtal king about is
what's on the Executive Summary on page 8. Qur position is that
the rates, the paynent caps and the target price decline too
qui ckly.

Let me just give you an exanple. At an average SRAC rate
of 3.5 cents during the transition period, at the end of the
period there would still be $47 mllion on the table that was not
allocated to the technology, to the Tier | technol ogies. That
represents 35 percent of the noney that you' ve currently
al | ocat ed.

At 4 cents average during the transition period, that
| eaves $82 million, or 61 percent. That is an awful | ot of noney
to leave on the table. Certainly --

COMMISSIONER MOORE: You realize we're rolling that



per year?

MR. McMANNES: Yes, | realize that. And I'll be happy
to present ny nunbers to the Staff so they can see what |'m
tal king about. But what you' ve got is, by the way that you' ve
al l ocated the funds, maxim zing themup front and declining over a
period of time, you already have a natural decline process.

As projects cone off the cliff and there's nore and nore
units going after fewer and fewer dollars, the rate naturally
declines. So as an exanple of an SRAC price of 2 cents over the
transition period that would result in all of the noney, all of
the $135 million going to the Tier | projects, the rates go from
in 1998, a penny -- if nmy math is right and | believe it is --
then to .76 cents to .5 cents to .4 and to .3. So the very
process by which you've front-|oaded the paynents and the very
process by which projects cone off the cliff, there is already a
nat ural decline.

What we'd like to do is we understand that you need to
i ntroduce in your Report sone kind of decline in the paynents, and

we do support that, but what we'd |ike to recormend -- and here,
again, these are comments in that and conments submtted by Bill
Carlson -- we'd like to keep the cap at 1.5 cents and then nmake

the decline not quite as steep. Go fromb5 cents the 5to 4.5 and
to 4.

And what that would do is still |eave an awful |ot of
noney on the table at a 4-cent rate, an average of a 4-cent rate,
but at least it would nake 3.5 cents, a 3.5-cent average, it would
take that noney and allocate it to the Tier | technol ogies.

And 3.5 cents is not an awful |lot for our projects, even
t hough we're working very hard in bringi ng down our operating
costs. W certainly hope to achieve a rate that's reasonabl e by
the end of the transition period. W could desperately use the
noneys during that tine to nake the capital inprovenents and ot her
types of additions to be conpetitive in that post-transition
peri od.

COMMISSIONER MOORE: You nake your point.

MR. McMANNES: Thank you.



COMMISSIONER MOORE: Thank you.

Ri chard Scherer, El ectro-Thermal Equi prent.

MR. SCHERER: Good afternoon, Commi ssioners, |adies and
gentlemen. M nanme is Richard Scherer. | represent -- ny conpany
is Electro-Thermal Equi pnent. W' re devel opers of snmall and
medi um si zed cogeneration plans and distributed generation plants.

I"mhere this afternoon to represent ny conpany and sone
of ny clients who are independent oil and gas producers.

I amrequesting that the Comm ssion recommend to the
Legislature in its Report called for under AB 1890 that within the
framework of AB 1890 the follow ng itens be incorporated:

One, that small power producers, as defined by the
Federal Energy Regul atory Conm ssion, be given the same status as
cogenerators under AB 1890;

Two, that the Comm ssion reconmend to the Legislature to
explicitly adopt Federal Energy Regul atory Commi ssion criteria for
defining waste natural gas and possibly nodify that criteria to
nmeet conditions particular to California;

Three, that there be a precise definition of self-
generation and that AB 1890 assert, as does the Commttee Draft of
the Policy Report on AB 1890, that self-generators are not exposed
to a Conpetition Transition Charge liability. And that's on page
10, paragraph 1 of the Report;

Four, that for purpose of allocating funds for the
renewabl e i ndustry, as called for AB 1890, that waste natural gas
be granted the same status as the Policy's Reports Tier |
landfill gas;

And, five, that applications for a 4 status, such as
m crocogenerators, cogenerators fromwaste and small power
producers be nade by the applicant directly to the Energy
Conmi ssion or the PUC without the participation of the utility;

And, last, that mcrocogenerators, small power producers
not be subject to the Conpetition Transition Charge.

First, addressing the first item small power producers
as equal s to mcrocogenerators, AB 1890 gives a priority status to
cogeneration. It is the policy of the State to encourage and



support the devel opnment of cogeneration as an efficient,
environnental |y beneficial, conmpetitive energy resource. This is
the sane thing, the same rationale that would hold water for snal
power producers.

Essentially a cogenerator sinply recovers heat that he
uses in his electrical production process. A snmall power producer
has no such heat recovery requirenent. But a snall power producer
utilizes either a renewable or a waste product to produce
electricity.

Addressing itemtwo, that we need to explicitly include

natural gas in the definition of "waste." The Federal Energy
Regul at ory Comm ssi on has propounded a criteria which defines
waste. And what | gave to the Committee this norning, | have

attached that criteria.

The goal is to nake use of resources that woul d have
ot herwi se not been used. This is a broadening of definitions to
beyond that of just energy efficiency to resource allocation.
California's rich in oil and gas, but it is critical that we
explicitly recogni ze that which FERC has defi ned as waste to
precl ude haphazard wasti ng away of energy resources that could
have gai nful ly been enpl oyed.

Further, in conpliance with AB 1890's environnent al
conmtmrent, it is revealing to consider definitions of waste
within the franework of California' s existing oil and gas
industries and air quality concerns.

California's present air quality requirenents have caused
a tightening of standards for marketability of natural gas.
Because nuch of the state's product natural gas is between 1100
and 1400 BTUs per standard cubic foot, a larger portion of
California' s natural gas has becone waste gas.

New hi gh efficiency industrial and residential burners
sinply don't operate efficiently on that range of gas. Rule 1146
and 1146.1 of the South Coast Air Quality Managenent District
mandated the retrofit of boilers whose burners exceeded a capacity
of 2 mllion BTUs per hour. W're tal king about apartnent houses
30 units and greater.



Thi s equi pnent, when retrofitted, also has a problemwith
wi de-rangi ng BTU contents. Further, the Southern California Gas
Conpany has advised ny clients that the Anerican Gas Associ ation
standards are being further tightened with the introduction of
nat ural gas-powered vehicl es.

Prior to these new standards, the |l ocally produced gas
was acceptable as long as the |ocal BTU content basically didn't
exceed 1200 BTUs per standard cubic foot. The |ocal gas was
sinply mxed with larger quantities of |ower BTU gas from out of
state.

Wth the new and com ng standards, Southern California
Gas has said mxing isn't an option.

Until relatively recently, to be classified a waste, a
mat eri al nmust be both a byproduct of a conmercial or industrial
process and currently have little or no commercial value. The
Federal Energy Regul atory Conm ssion has found that a
nonmar ket abl e gas produced as a byproduct of distillate recovery
was such a waste gas.

To avoid wasting an energy resource that woul d have
ot herwi se been wasted, FERC is willing to allow a snall power
producer to utilize natural gas if that gas is sinply not
mar ket abl e.

FERC has determ ned standards, and w thout going into the
standards in excruciating detail, |'ve left copies of those
standards in the | obby, and |I've nmade those available to the
Staff.

The California Energy Conmm ssion recently nade avail abl e
a lowinterest denonstration |loan to one of nmy clients to generate
electricity using very high BTU gas. The gas is over 2200 BTUs
per standard cubic foot. Southern California Gas had demanded t he
elimnation of this high BTU gas from being m xed with sal es gas
prior to be injected into the public pipeline.

The hi gh BTU gas, called by managenent tail gas, is a
byproduct of preparing rmuch |arger quantities of natural gas for
pi peline transm ssion. The owners had already attenpted to permt
the trucking-out of this tail gas. The permt was deni ed because



the gas processing facility was | ocated in the highly urban Rancho
Park area of Los Angel es.

Wthout this electric generation process project, which
is truly waste energy, waste by virtue of Southern California's
increasing stringent air quality standards, the Rancho Park
facility would close. And a closure woul d nmean unenpl oynent. It
woul d nean 2,000 royalty owners woul d no | onger have checks t hat
they rely on. And it would nean extrenely costly abandonnent
pr obl ens.

If a CTCliability exists, this facility will close with
t he descri bed attendant consequences.

Itemthree that |'ve asked you to consider is we need --
the Report is to be congratulated -- but we need an explicit
definition of what self-generation really is. The prelimnary
report on AB 1890 asserts on page 10 that self-generators have no
nonbypassable CTC. |If self-generators nust face a CTC, and he is
either a mcrocogenerator or a small power producer, then he
shoul d have access to the sanme renewabl e funding in a nmanner
anal ogous to that described in your Policy Report on ES-6 through
ES- 8.

The owners of the plant that | have described to you have
witten the utility. I'mthe ghost witer that wote the letter.
So as of to date the utility has not responded i n any neani ngful
way. The utility is Los Angel es Departnent of Water and Power.

Item nunber four is sinply that it is up to the
Conmi ssion to decide if they want to utilize a relatively
plentiful, cheap source of fuel to manufacture electricity. |If
it's inmportant to bring conpetitive power to the SO, then | think
it's inmportant to incent the market to generate that power.

Itemfive, | guess woul d best be described as don't m X
the chicken with the foxes. The common experience of al
i ndependent cogenerators in the post-standard all for 4 area,

i ndependent power generators which don't happen to belong to a
sister of a utility can best be characterized as hostile. And
that goes a | ong way to expl ai ni ng why cogeneration, conpared to
its potential, has had a stilted growh.



In closing, | would Iike to conmment that the effect of AB
1890 is ironic. Viaits CICit destroys the incentive to build
new cogeneration and snmall power plants, the very sources of the
electric power that the | aw seeks to encourage.

In ny opinion, the functional effect of AB 1890 with
regards to cogeneration is to violate the spirit of PURPA the
goal of nondi scrimnation agai nst new cogenerators and new snal
power producers, to say nothing of the spirit of AB 1890.

| call upon the Commi ssion to ask the Legislature to
renove the threat of a CTC from m crocogenerators and snal |l power
producers and cogenerators that use waste in the production of
electricity.

The spirit should dictate the reality of the | aw and not
vi ce versa

Thank you.
COMMISSIONER MOORE: Thank you very nuch.
MR. MASRI: Could I ask one question, Conm ssioner?

COMMISSIONER MOORE: Go ahead.

MR. MASRI: Do you produce electricity and heat from
the waste gas or just electricity?

MR. SCHERER: It depends on the site, but, no. Mst of
the tine it's just sinply electricity.

COMMISSIONER MOORE: Thank you very nuch.

M. Burgess. Make sure that |'ve got this right:
Mot hers Energy, Inc. And you're from Zeni a?

MR. BURGESS: That's correct.

COMMISSIONER MOORE: Wiere is Zeni a?

MR. BURGESS: Hal f way exactly between nowhere and
nothing. In Southern Trinity County, California.

COMMISSIONER MOORE: Southern Trinity.

MR. BURGESS: The popul ation is | ess than one per
square m | e.

COMMISSIONER MOORE: Di stri but ed.

MR. BURGESS: Let me introduce nyself. | am Ross
Burgess from Zenia, California. And we've been there for four
generations. Sone of us would like to stay there and conti nue



what we can do to contribute.

Wth these hearings we are once again at a critical
juncture. The legislation that will be based on this Committee's
recomendati ons has the opportunity to retain and pronote a | evel
playing field by and between the nonutility generators, or it can
create, | should say recreate, an artificial environment favoring
one technol ogy over another. That ignores the true val ue of
econom ¢ conpetition.

Hopeful ly, you all have copies of what |I'mreading from
and | will skip over sone of the introductory comrents regarding
the 1 S04, but not the conclusion.

| believe that, in fact, in the face of everything that
we have acconplished with the | S04 and the other standard offers,
the Commttee's reconmendati ons that we split the technol ogi es
into tiers appears to conflict with everything we've acconplished
to date and the intention of the |egislation, AB 1890.

The attached exhibits, pages 6 and 7, denonstrate at
| east to the extent that the graphs and figures provided within
your Draft docunment are accurate, the inpact of the tiers and the
brackets on the various technol ogi es.

If the recommendati ons are adopted, those of us in Tier
1l that produce 46 percent of the alternative energy, wll
receive 8.2 percent of the funding that was intended to retain the
exi stence of the alternative energy business.

If the historical shortrun marginal cost figures are
included in the anal ysis, which they are not on those two sheets,
t hose resources in Tiers |1l fare even worse.

Clearly not the intent of the legislation, nor will it
further the creation of a |evel playing field during deregul ati on.
If the Draft recommendations becone |law, | and the other
nonutility generators will not only have to conpensate the
utilities for their sunk cost, we will have to do so by conpeting
agai nst ot her subsidized nonutility generators.

The Draft Report suggests that the recomendations are
t he equi val ent of a near agreenment or a consensus between the
parties that participated, and that nearly all interests were at



the table. It is true that we all had an opportunity to be at the
t abl e.

However, 1, having studied the |egislation and
participated to some extent in its creation, had no fear of a
recomendation comng forth fromthis body. Therefore, | chose
not to participate.

| also would like to advise you that | amnot now nor do
| believe nost other small QFs are represented by those that were
here. The econonmi c burden placed on nmenbership is so great that
we cannot afford to be represented. So we are not. And to say
that our interests are is a m sstatenent.

Cetting to the point, I will nake two recomendati ons.
The first is germane to the existing docunent.

As it relates to the tiers and brackets, | suggest that
t hey be disposed of in their entirety in the spirit of an open and
fair market as PURPA dictated some 19 years ago; that the funds,
as they becone avail abl e, be distributed on a per-kilowatt
produced basis to whoever and everyone that can, in fact, qualify
as a qualifying cogenerator -- or a qualifying alternative energy
producer that's in-state.

My second reconmendation is based on the requirenents
brought forth the dilemma that's referenced -- a dilema that the
Legi sl ature has had and is best evidenced by the statenments found
under 383(c) (1), where they ask for additional recomendations
fromthis body as to howto treat the societal benefits from
projects that are over and above the energy that they produce,
such as biomass and waste gas and ot her projects.

In that context | amsuggesting that we, for the first
time in 14 years, recognize that a kilowatt's a kilowatt only
where it's produced, that it's consuned locally in every case,
that the current nethodol ogy average transm ssion |line | osses and
gi vi ng everybody that average pronotes the construction and
operation of facilities in places where they're not needed and
puni shes those facilities for being by not rewarding themfully
geographically | ocated where they are needed.

During 1983 and '4, | participated in the Transm ssion



Li ne Study Advisory Goup of the CPUC. This was an issue that was
di scussed at great |length. There was never a consensus nor, at
that tinme, was there potentially a capacity to be able to identify
the actual |osses associated with each mcrol oad area. Today we
can do that. The utilities have proven it. And their responses
to the bids for regeneration of different power plants,
particularly in 1990, PGE devel oped their capacity to do it in
0190, 09050.

That book, which | call "the cook book," was devel oped to
denonstrate or to, in fact, quantitate the cost of bringing in
energy produced el sewhere into the Bay Area to replace the
Martinez plant. That sanme nethodol ogy had been utilized
accurately to reflect the cost and/ or benefit of the geographic
| ocation of biomass, particularly, small hydro and ot her
facilities that are nost often | ocated where they have a | oad of
their own that's served there. Their energy does not have to be
transported a |l ong distance to be consuned. It would help. It is
new, and therefore | recomrend it.

| can't help but conclude this coment with kind of a
story that nmy grandfather often told in simlar circunstances.

He had a nei ghbor that, faced with a problemthat he
needed to get nore bacon out of his hogs, devel oped a way to do
it. And basically what he did, and it may apply here, is that
every day he would tie his hogs up by the back foot, and every day
as he fed them he'd nove the trough a little further away and
t heref ore he got nore bacon.

Thank you.

COMMISSIONER MOORE: Thank you, Supervisor. W
appreci ate your conments. Thank you.

| saw M. Wiite. He's next on ny list if he's in the
vicinity. John white.

MR. WHITE: M/ nane is John White. |'mthe Executive
Director of the Center for Energy Efficiency in Renewabl e
Technol ogi es, CEERT. |'malso a |legislative advocate for the
Sierra d ub.

And | want to, at the noment, suggest that ny remarks are



generally reflective of what | believe to be the position of these
constituencies, but I will take full and sole responsibility for
themat the nonent and | et others revise and extend.

But | think it's inportant, particularly for the Sierra
Cub to be heard, because the environmental comunity is widely
t hought by the legislators as well as people around the country as
havi ng principally advocated and benefitted fromthe renewabl es
funding provided in AB 1890. And, in fact, the renewables
funding in 1890 is seen as a proxy for mtigating environnental
danmage as a result of restructuring, along with the other public
pur pose prograns, RD& and efficiency.

And | think that role of the environnent being protected
and renewed has sonetimes been forgotten in the debate anongst al
of the proposed recipients.

W were prepared today to cone and to support the Staff's
and the Conmttee's reconmendations in general. W have issues,
however, that, since others have raised themin their fashion
then | think we should raise themin ours.

W generally think that you' ve done a good job of
bal anci ng and wei ghing various clains and conpeting. | personally
bel i eve, however, that the continued insistence on the part of the
exi sting producers for nore noney even than what was provided in
your reconmendation requires further reflection on what exactly it
is we're doing here.

I think, in my opinion, 40 percent is enough, if not too
much for existing projects. However, in the spirit of trying to
nove to this resolution, your 45-percent nunber had the virtue of
potentially forging an agreenent.

However, since the independent energy producers and the
bi omass i ndustry have not been agreeable to that, 1'd like to add
a couple of concerns fromthe other side, the point of view

I think it's very inportant that we recogni ze that the
principal challenge, in light of the restructuring, is to sustain
new i nvestnent in both energi ng and renewabl e t echnol ogi es,
because | believe that the existing generators were provided for
t hrough protections in the 1890 and through formulas provided on



SRAC

That having been said, | think it has been denonstrated
at least for the nonment that there are public benefits from
existing projects that may be lost in the transition. This is the
principal justification for allocating funding to them is that
there are public benefits not reflected in the prices that they
will receive in the transition that could be | ost.

However, | think that one of the things that you m ght
need and probably do need to do some nore work on in that existing
category, is to try to match those public benefits better to the
econom ¢ need for additional support and the availability of new
dol | ars.

W were anong those who argued in favor of the |andfil
gas technol ogi es being included within the definition of
renewabl es. However, we al so recogni ze that the econom c need of
t hose projects varies considerably and that it probably doesn't
make sense to just blanket give them nore noney just because
everybody else is getting nore noney. On the other hand, you have
to appreciate their point of view, that if others are getting
nore, why not them

This gets to the issue of, well, how do we | ook at those
issues. And we had earlier in the proceedi ng nentioned the need
or the possibility of exam ning need for new funds for existing
projects against benefits that mght be lost if those funds were
not received.

I know that no one, least of all the generators, wants to
undergo scrutiny as to what their need is. I'mcertain the
landfill gas people don't any nore than the other generators do.
But | don't know how can you make a rational judgment, other than
just give something to everyone that, in fact, a public benefit
guestion arises if soneone doesn't get suppl emental support.

And | would think that it's still worth | ooking at, of
sone kind of matrix or some kind of mechani smfor exam ning
econom ¢ need for new funds in the transition against benefits
that are present and at risk and inpacts on the comunities in
whi ch these projects serve.



| have to believe, and | talked to Staff about this some
time ago, that in an earlier assessnent that the Conm ssion did
indicated that there were sone that didn't need it, there were
sone that needed it a lot and there were sone that didn't matter
if they got it, they would never be viable. And | think there is
risk in people raising that issue.

But | don't know how you can properly line up benefits
with need if you don't at |east look. And so | think that,
particularly as conpetition is so scarce for these funds, and
since if folks don't have to -- if fol ks get noney wi thout having
to do anything other than be eligible, then perhaps there's no
i ncentive for anyone not to take the noney.

Wiereas, if you have sone process to go through of
expl ai ni ng what you need the noney for and why and what you
contribute that's beneficial to the public, that perhaps that will
di m ni sh the nunber of applicants that will conme in and give you a
base.

On the other hand, | recognize admnistratively this
could be a daunting task that could burn up a lot of Staff tinme
and cause everybody to have to go hire counsel and so forth. But
it seens to nme that there mght be a formula or a check list or
sonething that could be gotten together that would not be so
intrusive and that would, in fact, provide a nmeans of wei ghing
need, benefits in some way that would help establish the validity
of these conpeting clai ns.

On the second, | have been troubled by reports that |
have heard and sone of the testinony about |egislative intent on
this whole issue. There has been some m scomuni cati ons al ready
at the PUC. O course, one of the legislator staffers apparently
told the PUC that there was a sunset for the demand-side
managenent in the |l owincome funds and that they should termnate
t hose prograns as a requirenment of |aw

Vell, as we all know, that's not the case. And, in fact,
the | egislators wote the PUC and said, "Absolutely we didn't have
a sunset, and didn't intend one, and want the prograns to
conti nue. "



| think simlarly there has been at |east an inplication
that staff to one of the nenbers believes that the |egislative
intent was to termnate this programat the end of the transition
and therefore you shoul d not design any nechanisns that had a life
beyond the transition, even if it was determ ned that those
mechani sns m ght provi de sone benefits or sone | everage or things
of that nature.

| participated active in the 1890 process, and | believe
it is fair to say that there was a clear intent to sunset and to
not commt funds for renewabl es beyond the transition. But there
was al so an agreenent, | believe at least inplicitly, to take a
| ook at that question as we got a little further down the road.

And I, in fact, had a conversation offline with
Assenbl yman, now Senator Brulte, who was the | east supportive
menber with respect to the renewabl es funding on the Conference
Conmttee. And he said, in effect, "You know, once ny guys vote
for this, this renewabl es stuff, you know, may turn out to be okay
and maybe we can extend it into the future,” so to ne it's an open
guesti on.

And | think this Agency, one, needs to design mechani sns
that, inits judgnent and with all this input, |look |ike they can
make the right things happen, that you should not be constrained
to develop solutions that mght have life -- | nean clearly
there's no new noney available until we have further discussion
fromthe Legislature. But | would not assune that you have to be
done passing all the noney out within the four-year transition
sinply because there is a sunset. | think that would be a
m st ake.

And I think, in fact, the legislators are just now
beginning to think a little about what m ght cone subsequently.
Senat or Peace has introduced the bill which has now been anended
in awy that conpletely conplicates this entire proceedi ng,
because he believed that the solar energy technol ogi es needed
addi ti onal public support, based on his views about the benefits
toreliability of distributed generation.

W certainly don't want those tax credit funds m xed up



and used to bleed off funds in this proceeding. On the other
hand, | think it's fair to say that the Legislature is still open.
And | think one of the things that, if not in this proceedi ng,
soon, this Conm ssion needs to provide sonme input to the
Legi sl ature about the need for public benefits of renewables to
continue to be recognized after the transition.

At least it's ny contention that while the Legislature
chose not to include renewabl es funding for the period up to the
transition, that part of that is we ran out of tinme, and as M.
Rader has pointed out, the lack of a policy with regard to
renewabl es after the transition is still sonething that we shoul d
recogni ze as a defect in the restructuring.

And what that policy is, | don't know W' ve had
different debates about different nmechanisns. But | think the
notion that public benefits for renewables are not reflected in
the commodity price of electricity after transition is sonething
that we pretty nuch can say nowis the case and that we need to
begin the | egislative thinking and the process on what cones
after. And | think that's sonething that would just come into
your attention, if not now, at sone point.

Lastly, on the question of disclosure of em ssion
information. This is an issue that is unfinished business, as far
as |'mconcerned in the restructuring, and is sonething that needs
to be a part of both your Report and the clean-up |egislation.

| think it's also inportant that we not have all of the
di scl osure and reporting burden fall on the green sources with
none on the brown. | think it's fair to say that all suppliers of
electricity should be providing basic environnental information
about fuel type, about em ssions performance, nmaybe not an hourly
or a daily or even a nonthly basis, but certainly on an annual
average basis. This data is readily available for sonme facilities
from some sources, |ike EPA

But I think we are going to have to tell the custoners,
particularly those that are interested in green marketing as a way
to you unl eash renewabl e potential, that we're going to have to
conmuni cate to the public what it is we're getting themto change



fromas well as what we're asking themto change to.

So we are going to have to have disclosure to the
custoners of nonenvironnmental -- and it's not just the
environnental | y beni gn products that need the disclosure, it's al
of them

And particularly in the case of residential customners,
there's going to need to be a base case of the environnental
attributes of what's in the pool that they're buying, what's the
fuel mx, what's the em ssions that will change, obviously, over
time. But that's going to be what you're telling people that
they're now getting. And it's going to be the standard agai nst
whi ch you're going to judge the new products. And | think that's
sonething, again, that this Commission is well suited to devel op
appr oaches.

There are concerns about confidentiality. | tend to
think that both the retail providers and the generators need to
provide information to sonmeone. It may not be the SO It nmay be

t he Power Exchange, and it may be this Conmm ssion who conpiles it.
But this is an issue that's very inportant as time goes on.

Lastly, one of the things that has come up fromtine to
time is we have | ooked at the incentive options available to the
projects, the new projects, in particular, the intersection
between state initiatives and federal incentives. The w nd
production tax credit, which we very rmuch hope will be extended
past 1999. Al so the investnent tax credit for geothernal.

The intersection of the federal financing and assi stance
with the state incentives has been an issue. | think we need to
go a step further and have one of the tasks this Conm ssion
undertakes is to exam ne opportunities at the federal |evel for
policies as they debate restructuring that support and advance
what we've al ready done.

In particular, | think the federal portfolio standard
proposal, which is in the Schaefer Bill, is one that | want to be
sure it doesn't operate to sinply nove credits around and actually
causes things to get built in California and el sewhere, that we
have such a surplus of renewables relative to the rest of the



country. | think we need to exam ne how the federal standard will
operate in ternms of our objectives.

But also | think the feds have an opportunity to help us
on financing with respect to new renewables. And the |ink that I
think we haven't quite gotten is how are we going to take
custoner-driven markets, nodest amounts of state support and
| everage that and create financeabl e projects.

One of the big concerns that the producers have with the
custonmer incentives is, "Cee, I'mnot sure how that works to get
nmy projects built.” | think financing, both of the kind that has
been di scussed in this proceeding and the new i dea that was
di scussed today on the Solar Bank is certainly in that category.
| like to call it "Sunny Mae" instead of the Sol ar Bank because it
really is a secondary instrument of the kind of Fannie Mae, that
t hose kinds of instruments, while not sonething we've spent a | ot
of time in this Conm ssion talking about in this proceeding, are
going to be inportant. And particularly the intersection of
policy, financial assistance and financial nmarkets in a
conpetitive environment where a custoner denmand is a factor in the
new mar ket .

So | would just urge, as this proceeding wi nds up, that
you not | ose the opportunity to keep providing | eadership and
i nput both to the legislative process here in California and
potentially to provide some assistance to policynmakers in
WAshi ngt on.

Those are ny conmments, and | will answer any questions.

COMMISSIONER MOORE: Appreciate it. Wth that we're
going to take a 10-m nute break.

[Break taken from3:15 to 3:30 p. m]

COMMISSIONER SHARPLESS: If we could reconvene.
There are probably sone people outside that need to be brought
back i n.

Comm ssi oner Moore will be back in about five mnutes,
but we are going to go forward in the interest of tine and take
our next witness, who is Wayne Raffesberger. 1'msorry. | messed
up the narme.



Hel | o, Wayne.
MR. RAFFESBERGER: Thank you, Conm ssioner Shar pl ess.

It's pretty close. It was pretty close.
First, do you have ny remarks? | have nore copi es here.
COMMISSIONER SHARPLESS: |"ve been keeping track of

remarks, and | don't believe | have yours. So if you have sone,
bring them forward.

[ M. Raffesberger distributes witten testinony to the
Conmittee.]

MR. RAFFESBERGER: Thank you, Conm ssioner Shar pl ess
and soon to be Commi ssioner Moore. | trust he will be here.

I am Wayne Raffesberger with Coast Intelligent, Inc., a
manuf acturer of small m crocogenerators, who has been before you
now it seens |ike enunerable tines.

I want to start off with naybe a paraphrase of the
vernacular: Don't show nme the noney. As you know | have not been
asking for, since |ast summer in front of Senator Peace's
Conmttee, a subsidy, as it was characterized or m scharacteri zed
today by one of the utilities. W are not asking at this point
for your noney nor any of the other good people here's slice of
the $540 million pie.

| have al ways been asking for sinply status quo, to allow
us to conpete in the deregulated world. But that requires the
kind of relief that your own Report correctly concluded, and with
which I concur. Your Staff has done an excellent job on their
econom ¢ anal ysis in the Appendi x of denonstrating why, as other
speakers have confirnmed that today on m crocogeneration, |ayering
CTCs on top of a voided |load, electricity you' re not using after
putting in mcrocogeneration, would in fact kill off the project
and probably the industry.

| don't think there's a |ot of doubt about that. The
remarks that were submtted today by SD&E, and | realize they
haven't spoken yet, but | read their remarks, are incorrect in
that statement. They conclude that no help is needed for
m crocogeneration. |t doesn't need any assistance. That is
obvi ously directly contradi cted by your own studies, which again



endor se.

The only point that | would add about that aspect of your
Report is the January Staff Report specifically recomended an
exenption. This Report specifically says that an exenption is one
of the nechanisns that could be used, but falls slightly short of
actual ly reconmendi ng an exenpti on.

And | think if you look at it again, | would urge you,
Conmi ssioners, to do so, that kind of recommendati on specifically
is certainly justified by your own work. So | would ask you to
take a |l ook at that before you finalize your Report next nonth.

The other remark that | woul d make today is on demand-
si de managenent. It was in your January Report, although not the
appendi x material, but the statenent that mcrocogeneration as a
denmand- si de managenent product was in there. That statenment is
not in this Draft.

| talked with Staff about that. They shared with ne
their research and their wite-up which would be in Appendi x, and
suggested that it mght be inadvertent. It mght have just been
edited out fromthis version. | would urge you to ask or direct
Staff or work with Staff to put that |anguage back in there, at
| east the Appendix, which is relative short.

It's a very good summation by your Staff. It cites folks
like EPRI, the Energy Information Association, your own CEC
treatnment in the past of cogeneration as a DSM product, and makes
t he conpel ling case for that.

| would reiterate sonething John Wiite, who testified a
nonent ago, said to you back in Cctober when we started these
proceedi ngs, when he testified that in their opinion
m crocogeneration i s a demand-si de nanagenent product, too.

Finally, the last thing that | would say is in response
to sonmething that was filed after the January hearing. It was not
in the remarks that Edison submtted today. However, it was in a
letter they submtted in |ate January which purports that Edison's
NOx em ssions in the South Coast Basin are, in fact, cleaner,
substantially cl eaner than m crocogeneration in that same Basin.

W | ooked carefully at the chart and the graphs that they



cited as part of their letter as an appendi x. Using their data on
a best-case scenario and | ooking at our m crocogenerator --
because the product that was nentioned in there is a 500-Kkil owatt
m crocogener ator, undefined, we don't know whose it is. It's
certainly not ours. Qurs is a 60-kilowatt nachine with a

catal ytic converter.

Qur machine tested just |ast week by a CAB certified
| aboratory in Ventura County, nachi nes that have been running for
three years nonstop. So these are not something new right out of
the factory where we're trying to in sone way M ckey Muse the
data. They're just the nmachines as they run every day.

If you took the SCAQWD standard, which they allow, which
they make us qualify to, for NOx emssions in their Basin, and
conpare it to what we are actually operating at in Ventura at the
nonent, and any of our units therefore, we are 20 tines cl eaner
that what the South Coast is asking us to conply with

There isn't any way that Edison is conpeting with us on
air em ssions.

Finally, Edison suggested today that to put in
m crocogenerati on woul d be substituting a | ess cost-effective

technol ogy than using Edison. | submt that that is a -- just as
the air quality em ssions information is a decision for South
Coast and not for the Energy Commi ssion -- we're happy to work

with the Air Quality fol ks and we have been for years. That's
t heir decision, not Edison's, as to what em ssion standards are in
t he Sout h Coast Basi n.

Simlarly, it's the marketplace which woul d determ ne
cost-effectiveness. |If our product is not cost-effective, it's
not going to be installed. They only work when there is a need
for the thernmal energy as well as the electrical product. They
only pencil out that way. That's why we don't sell tons and tons
of these units. That's why there aren't a ot of us in the
busi ness any nore.

But the ones that do work and that are installed are
cost-effective, or they wouldn't be installed in the first place.

Thank you very nuch. | would be happy to answer any



guesti ons.

COMMISSIONER SHARPLESS: Thank you. No, your
conments are very clear.

MR. RAFFESBERGER: Thanks.

COMMISSIONER SHARPLESS: John Schaefer. Gay. dean
Power Works.

MR. SCHAEFER: You have copi es of ny comments?

COMMISSIONER SHARPLESS: Yes, | believe we do.

MR. SCHAEFER: "' mJohn Schaefer with C ean power
Vor ks.

I"d like to echo the conplinments of others who preceded
me in terms of the quality of the Report and the process that
produced it. The decisions that we're nmaking here are, in ny
opi nion, very inportant and their inportance is recogni zed by the
quality of the work that the Energy Conm ssion is doing in this
ar ea.

I"mgratified by the recognition on the part of Staff in
the Report that consuners need to play an inportant role in what
will be the deregul ated industry after 2002 and hopefully after
the 1st of January 1998.

Part of the difficulty in the industry structure that we
see now i s that consuners have no choi ce about where they get
their electricity. And we also know that a vast majority of them
woul d prefer to have renewabl e el ectricity sources.

If we can establish a nechanismin this 1890 process by
whi ch custoners can obtain that choice, | think we can say the job
is well done.

Specifically ny belief is that customers will be confused
about what's going on with all of this deregulation, CTC
renewabl e energy sources, different power sources and all that.

So | woul d suggest for starters that the anmount of noney used for
custonmer information be greater than the 5 mllion that's
proposed, perhaps as nmuch as 15 mllion.

And then | would like to take a | ook at the other 525.
|'d like to give away sonme of this noney, if | may. |If we give 10
to the consunmer information, that |eaves 65 left that woul d have



been spent on custoners. | would be pleased to give all of that
back to the electricity producers if we could get themto sel
electricity into that direct access market.

In that way, all the noney would go to the producers.
Al of the cash would go to the producers. The aggregators don't
need that noney to start their conpanies or to get their
custoners. The producers do need their noney to stay in business
and to build new power plants.

However, the difference is that the electricity they
produce has to go into a direct access nmarket so that consuners
can buy it. This will nmake renewabl e energy stick in California,
| think, after 2002 and even when there is no nore noney comni ng
from AB 1890.

In this way, the legislative intent | think is net
because it does create a real narket-based econony for renewable

energy. The proposal could be rmuch sinpler. | won't speak to the
al l ocation process, which is quite arbitrary and actually
conplicated, in ny opinion. |If we had a single val ue of
cents-per-kilowatt hour are electricity that sold into the direct
access nmarket, it would be easier for people to understand. It

woul d be for easier for me to wite contracts with suppliers and
with consumers.

Now t hat's a change, of course, fromwhat we've had in
the past. And it probably couldn't be done right away. But |
m ght suggest that this requirenent that all supported certifiable
electricity go into a direct access market could be carried out by
the end of the four-year period.

In the interests of tine | think I'lIl refer you sinply to
ny handout and the | ast page where all these points are
sumari zed.

Any questions? Thank you.

COMMISSIONER SHARPLESS: Thank you.

COMMISSIONER MOORE: Mark Leary.

MR. LEARY: Good afternoon, Commi ssioners. M nane is
Mark Leary. |I'mwth Browning-Ferris Industries, one of
California' s largest privately-held providers of solid waste



managemnment servi ces.

| represent yet another coalition -- probably today's
nost overused word -- of environnental groups, solid waste
managenent conpanies, nunicipal utility districts, including the
Cty of Sacranento, county sanitation districts of LA County,

Nor Cal WAste Systens.

| have a letter I will submt that you will receive by
your el even o' cl ock deadline tonorrow norning.

Really I wanted just to say sinply that we are very much
in support of the Energy Conm ssion's efforts, your efforts of
this Conmttee Draft. The Draft Report provides an excell ent
sunmary of the issues and conplexities in inplenmenting the
renewabl es portion of California' s | andmark Energy Restructuring
Act .

Further, the Commttee has captured the reconmendati ons
of stakehol ders who have participated in the process, including
ours, in attenpts to balance the many varied interests. W
conmend the Report. W'd like you to leave it as-is.

I"d also like to turn it over to ny counterpart on this
coalition, JimKennelly, to speak briefly about sonme of the
conments that have been nade today.

COMMISSIONER MOORE: M. Kennelly, welcone. Ddn't
have you on the |ist.

MR. KENNELLY: Thank you. |I'msharing his blue card.

And to start out with: Thank you. |'mhere just to say
that to you and to the Staff. You listened to the concerns that
the cities and counties had presented, and we see a reflection of
that in the |atest Draft Report. And we appreciate that we
support it. W realize there were tough conprom ses rmade by
your sel ves and your Staff, and we accept that.

W' re somewhat bewi | dered but, | guess, flattered that
sone would still insist that renewabl e generation by cities and
counties should in sone way be discrimnated against. And it's
kind of interesting that five percent of the renewabl e energy
generated in California would cause such a stir and woul d get
peopl e to investigate our industry and our finances and the tax



credits and all the things that go with it. But we'll just take
all that as flattery and say again we support what you' ve done.
And we thank you and we especially thank you for your fairness.

COMMISSIONER MOORE: Thank you very nuch. Hard to
argue with those kind of conplinments.

Tobbi e Hopper.

MR. HOPPER: Yes. |'m Tobbi e Hopper fromthe Central
Valley -- Fresno specifically -- Valley Air Conditioning. W're
i nvol ved in cogen plants in schools and colleges. And virtually
' mgoing to echo what you've already heard. And it nust feel
good sitting there hearing what's being told to you, but you' ve
done quite a job.

Your last Draft |'ve sent out to 23 of different school
districts. And there's people out there today breathing easier
over your decisions on cogeneration. The only thing | may woul d
like to enphasize on is cogeneration is also used in these
facilities as a denmand-si de managenent. And obviously | think the
testinmonials that you' ve received fromthe school districts
hopeful Iy has hel ped i n maki ng your deci sions.

| do thank you.

COMMISSIONER MOORE: Thank you, sir. Appreciate your
comng all this way to say that.

D ck McCabe.

MR. McCABE: I think I'Il pass. Everything that | had
has al ready been taken care of.

COMMISSIONER MOORE: Thank you very nuch.

Nancy Rader.

MS. RADER: Good afternoon. My name is Nancy Rader
with the Ameri can Wnd Energy Association. Qur renewabl e energy
coalition didn't want to nmake a | ong parade out of this, so Bill
Carl son nade our joint statement this norning. | just wanted to
make a few points.

First of all, John Wiite insinuated that 47 percent of
funds to existing projects is okay for all the renewabl es
i ndustries except for biomass and IEP. So | just wanted to say
for the record that the wind, solar, geotherrmal and bi omass



industries and | EP are in agreenent on the coments that M.
Carl son nade today.

Al so another point is that since M. Wite was a little
uncl ear about whet her he was speaking for CEERT, | wanted to say
for the record that three CEERT nmenbers al so support M. Carlson's
and/ or | EP' s conments today.

The main point | want to make is to express our, AWA' s,
extreme di sappoi ntnent that the wind industry -- that virtually
any chance for repowering in the wind industry is elimnated under
the terns of your Draft.

M. Carlson outlined the mninumthat we need to be able
to support your Report in the Legislature. And we el aborate on
the issue that he touched on in our witten commrents. But very
sinply, we urge you to recognize that landfill gas has a very
di fferent revenue streamthan existing wi nd projects because of
the Section 29 tax credit, which anbunts to about 2.5 cents per
kil owatt hour through the year 2002.

To our know edge, landfill gas is the only class of
exi sting renewabl e resource that receives tax credits certainly of
that magnitude. That is a rationale basis for distinguishing w nd

and landfill gas.
There are nmany ways to address this issue, which we spel
out in our detail in our conments and we hope you will pay close

attention to those coments.

Now | just wanted to take nmy AWEA hat off for a nonent
and speak as a forner Wrking Assets custormer.

| don't knowif ny letter made it to the pile there in
front of you, but | hope that you read that letter, too, because
very few, if any, of those the people who wote those letters in
front of you have any inkling of the conplexity of the issues that
we're dealing with here.

Al'l of the renewabl es industries want to foster a green
mar ket and recogni ze the necessity of doing that. W sinply feel
that rebates are the wong way to get there.

And, finally, I was fooling around on ny cal cul ator and |
figured that those 13,000 custoners represented in front of you



coul d purchase about 0.2 percent of California' s renewabl e energy
generati on.

Thank you.

COMMISSIONER MOORE: Thank you very nuch.

Qur | ast speaker will be Bob Judd.

MR. JUDD: Conmi ssioners, ny name is Bob Judd. |

represent the Biomass Industry Alliance. |'mhonored to take the
position usually taken by John Wiite, that is, being the |ast
speaker and having the last word, but in his absence I'Il gladly

step forward.

What Nancy Rader just said was in great part what | was
going to say. Bill Carlson's conments this norning reflect the
consol i dated position of our bionmass industry, the wi nd industry,
the solarthermal industry and the geothermal industry and the
| ndependent Energy Producers Associ ati on.

W felt that there was no need to go beyond the top tier
items, that would gain our support for this proposal by bel aboring
a nunber of another comments that will be submitted in witing.
And | do not propose to do that today, but you can take M.

Carl son's voice as the voice of all of us w thout dissent.

The recommendati ons that he made today were based on
reconmendati ons that we nade the first time this Conmttee net.
And that is decisions that are made here have to be based in
value. That is, there has to be a nmeasurable, predictable return
for the dollar invested in the situation where there are limted
dol I ars i nvest ed.

W believe that the case has been well nade by the
exi sting technol ogies, that their benefits, electric and
nonel ectric, deserve additional support by the Conmttee.

W are synpathetic to the argunents that others have
rai sed, particularly PV, but we remain puzzled at their reticence
in disclosing the costs of PV and in discussing the extent to
whi ch PV technologies will actually serve a California market
versus markets that are outside of the state or outside of the
country.

Conmi ssi oner Shar pl ess had asked in the past the question



about why shoul d we support the bionmass industry if you can't get
the cost-shifting done and how do we know that the cost-shifting
will get done to get you to a market price. 1'd like to address
that very briefly.

W have been working very hard in the Cal/EPA process
with multiple parties to define strategies for cost-shifting.
Cal/EPA is in a final draft of its report, as you are, that lists
a nunber of cost-shifting strategies, sone of which are
significant in thenselves, others of which would be significant
when conbined. That report will come forward at the sane tine
yours will.

In the interim because of |egislative deadlines, we have
already initiated action in the Legislature to address cost-
shifting for the biomass industry with two pieces of |egislation
t hat have been introduced. Cbviously we cannot predict the
outconme of these bills, but we are investing our tine and our
effort to take the mandate of cost-shifting seriously to neet
mar ket readiness at the end of the transition period.

So we conplinment you. |It's been a long road for all of
us. From our perspective, working with this Commttee has been a
delight. It has been straightforward, clear, no hidden agendas.

And that's a welcone relief to those of us on the outside. W
t hank you for that.

COMMISSIONER MOORE: Thank you, M. Judd.

Wth that 1'mgoing to close this hearing. And we w |
t ake counsel with your remarks and you'll see the result of that
inadraft that we send as recommendation to our coll eagues.

But | just want to add one thing in closing, and | don't
know whet her Jan has sone other comments or not, but | listened to
remar ks by Senator Peace partly in response to renmarks that | was
maki ng in the Legislature the other day, and perhaps sone of you
were there when this was taking place.

And those remarks were directed at the players who, in
effect, were thrown into a very tight coliseumand required to
fight it out last August. And the scene was what Senator Peace
described as "eating their young.”" And | realize, and | caught



the inference in one of the earlier speaker's conments, this is a
hard place to be in. It's hard for us. [It's harder, much harder
for people who have their livelihood tied up in this; it's on the
line. W understand that.

But | want to say that in spite of the controversy and
the potential aninosity that would exist in all the players, |
have a great deal of respect for the people who have cone before
us. There's been dignity in the kind of proposals that have been
made to us. They've been thoughtful. Contentious, yes, but I
expected no | ess.

If you hadn't fought for your positions hard,

t enaci ousl y, anyone who hadn't been willing to stand up and say,
"I deserve it, but sonebody el se doesn't," who didn't have the
temerity to say that, frankly doesn't belong in this forum And
so I'mvery proud of all the players that came to this.

And | hope that when we forge our final consensus that
takes us forward, we'll find general support for this, but you
shoul d know, and | think | speak for both of us, we have a great
deal of respect for all of you and a great deal of admiration for
the energy that you have put into in trying to | obby us fairly and
squarely, if you will, on these issues. A very conplex system

And we had to conme froma | ong way down the information
curve to understand what you were tal king about.

So, Jan, do you have...

COMMISSIONER SHARPLESS: Vell, | think you've put --
your comments are very well taken with respect to this forum And
there's absolutely nothing | can add to that.

| appreciate -- we were all in a short tinmefrane. They
weren't great times to be gathering together and trying to react
to these things. And this is certainly not the only forumthat
all of us have had to deal with in nmany respects. | think that we
owe a great deal of gratitude to those of you who have been so
forthright in forthcomng in providing the information that we
needed.

Qovi ously we always would like nore information. It
nmakes deci si onmaki ng easi er, but we don't always have the | uxury



of doing that.

| would only add to Mchal's conments that we recogni ze
that there are nmany pieces to this puzzle. And the one that we
put together for this Report isn't the only thing that's going to
make this market work, that there are nmany issues still unresol ved
in the restructuring that are going to have an inpact on how well
t he assunptions in our Report will, in fact, play out.

And | think that both Conm ssioner Mbore and | sense the
need to carry the policies forward not only to the Legi slature but
to the CPUC on issues that will allow these options and
opportunities to the retail market that include issues of
unbundling and netering and all sorts of things. So our job isn't
done. And we can pat ourselves on the back for the anmount of work
we' ve gone through to date, but we don't have any illusions that
thisis it.

So thanks from ne too.

COMMISSIONER MOORE: Wth that, we stand adj ourned.

[ Hearing concl uded at 4:01 p. m]

--000- -
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